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FLY MALAYSIAN. 
YOU'LL LOVE THE FEELING. 


We have planned our routes 

. with care. Comprehensively. Expertly. 
59 destinations in Asia, Europe and 

Australia. Wherever you fly, you will be 

cared for with a gentle Malaysian charm 

that comes naturally. 


WE GO A LONG WAY 
TO PLEASE YOU. 





The intricate designs of two giant Malaysian kites stand out against the sky. 


mas WELL TREAT YOU LIKE GOLD. 
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747s TO AMSTERDAM € DUBAI € FRANKFURT € KUALA LUMPUR € KUWAIT @ LONDON € MELBOURNE € PARIS e SYDNEY 
Bangkok € B.S. Begawan € Haadyai € Hong Kong € Jakarta € Jeddah € Madras € Manila € Medan € Perth € Seoul € Singapore € Taipei € Tokyo 
and 36 destinations within Malaysia. For reservations contact your travel agent or any MAS office. 
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The fight for rights | 












paun 2. | I would like to ex- 
ms e» | press my appreciation 
: 7" ^ aa] Of your feature on the 
| N ~AS position of women in 
Ree v BwEK I Asia [REVIEW, 5 
lem d J| Jan.]. It is a welcome 
i. | change from the usual 
! y | practice of business 
[Py erem A . || magazines which tend 
Baws || to ignore the exist- 
— — — ence of women al- 
together. The reports made interesting 
reading and indeed demonstrated that 
women in Asia are still very much in a sub- 
ordinate position. 

However, I was disappointed in the re- 
port from Hongkong, which was restricted 
to only one class of women and only one 


pect of their lives, all in very glowing 
©- The reality of the situation is that, 


s elsewhere in Asia, there are many dif- 
ferent classes of women in Hongkong, and 
many different aspects to their lives, not 
all of them positive. 

Margaret Ng also states that the busi- 
ness and professional women of Hong- 
kong have reached positions of seniority 
and power “without fanfare, without the 
kind of dramatic gestures of feminist 
movements in the West.” I assume she is 
referring to the vocal and public cam- 
paigning, often via the media, to which 
women’s groups have had to resort in 
order to raise awareness and bring about 
necessary changes. I would like to counter 
this assertion with a few recorded facts. 

The Hongkong Council of Women was 
founded in 1947 to deal with the injustices 
that women in the territory were facing. 
The members consisted of many well- 
known and prominent Chinese women in 
the community, including doctors, law- 

ers, at least 19 justices of the peace and 
epresentatives from other groups includ- 
ing the Girl Guides’ Association, Young 
Women’s Christian Association, Chinese 
women’s clubs, international women’s 
clubs and several district women’s organi- 
sations. 

The main tasks which these women 
undertook in the early years were to have 
concubinage abolished, to give women the 
right to inheritance and ownership of 
property, to introduce equal pay for equal 
work and to have women represented in 
the urban and legislative councils. The 
methods employed were similar to those 
of many feminist groups in the West when 
they became organised in the 1960s, and 
similar to the methods currently employed 
by the Hongkong Council of Women — 
public events to highlight particular issues, 
statements, interviews, features and let- 
ters in the press, public speeches and de- 
bates, and campaigns and representations 
to relevant government departments. 

In 1964, a founder member and former 
president of the council, Dr Ellen Li Shu- 
pui, became the first Chinese appointed to 
the Urban Council, and, in 1965, the first 
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Located 
close to busy 
Orchard Road 
the York's 
proximity to 
Singapore's 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 






and conferences 
are available. 
And even a health 
club complete 
2 with a sauna. 
— In-hotel dining 
84 isa gourmet's 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck café 
and a coffeehouse offer both 
western and local delights. 
Well located, the York 
makes your stay in Singapore 
pure delight. 


On holiday or business, 
the York treats you right. 





JA York Hotel 


The York Treats You Right 


21 Mount Elizabeth, Singapore 0922. 
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Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 


GOODWOOD PARK * YORK HOTEL * 
LADYHILL «e BOULEVARD HOTEL SINGAPORE. 


Reservations Worldwide: KLM id Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hote! 
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Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airlin 
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Miners Club card | is s Welcomed by 
n-Yo-So Inn in Izu-nagaoka, the 
e. V Hotetin Paris Mi Boys 
1 Toronto. Diners Club> =— 

sational is Your World Ca d. 

syou check into a hotel; wheter i 
ss or vacation, Diners Club Gat 
ay more comfortable. Because. ips 

sned by the best accommodations i in- 
aan 150 countries around the world. 


wur World Card. And lodge the world. 


RS CLUB INTERNATIONAL 
UR WORLD CARD 


DINERS CLUB 
INTERNATIONAL 





: the civil service in 1975. Other benefits 
| 
which were fought for and won by women | 
include paid maternity leave and parity 
with men in the civil service (both 1981), 
enlightened legislation on rape and abor- : fn 
tion (1975 and 1980), and entry for mar- = capable and. tale 
| 
| 


the level | of po 
attained, but tf 


‘hil ip ak | ried women into nursing school and 
David Jenkins; —. | | teachers’ colleges (1983). - 
jy Wright (Assistants) | It is certainly true that the business and 
Anthony Rowley, | | professional women have made some pro- 
De Means ! 1] gress, but they represent only a very small 
percentage of the total female population. 
There arestill women in their 30s who can- 
not read; women in factories working in 
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be held back only 
women. - 

And while the wealth 
the help of readily a 
helpers, may choose to: 
to a career, their less a 
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Jakarta: Susumu Awanohara 


Manggi Habit (233638) © : The Strait Times, South-east Asia’s leading 


a; oy Soca love Gaang 7207, | |E ^ newspaper group, is looking for a top-notch 
a Motan - UR Pee TUE graphics man with an interest in the communica- 
j tion of ideas and information. The person we 
have in mind is someone who is not only artistic 
but also follows the news closely and reads 
me widely. We need someone who can pick out 
what is important from a mass of inform ation 
and present it in eye-catching graphic forme 


The Art Editor will participate in editorial 

‘meetings and conceptualise the projection of 

news stories and features. As head of our team 

of designers. and artists, he or she will have to 

supervise the production of a wide variety of 

a ne newspaper graphics — illustrations, diagrams, 
^^^ bubiisher Charles H. Stobac ^ charts, tables, maps and cartoons. He will also 
Sande Sal anger: Elaine Goodwin | be consulted on general aspects of print media 

Mv. Manajer, Ania: Noo Bony < Í design and colour. 


Circulation iine m y Woo 
DN MEUM. We offer excellent conditions of service which 
relate rewards directly to experience and per- 
~~ formance, and the satisfaction which g goes. with 
-being part « of-a team that strives for excellence. 


Please write to: 


. The Group Editorial Manager 

. The Straits Times. 

. 390 Kim Seng Road 
Singapore 092 3 


A member of: The Times Organisa : 
































ive | achieved. on When a great deal of t h 
: apathy and complacency of some women. 


m or even child abuse. 


dramatic gestures” also seems to perpet- 
at the: myth that a feminist is someone 
ho is anti-establishment, anti-family and 

i-men, who desires social and personal 
ascendancy over men, who is shrill, un- 
asonable and dogmatic. In fact, a 










to*be well-informed, self-possessed, rec- 
ognised and: respected for her skills and 
ntributions i in and out of the home, who 







reference to feminist movements" | 


nist is any thinking woman who wants 


JOANNA G.R. LEUNG 
Chairwoman 
Hongkong Council of Women 


today is overcome, 


Hongkong 
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Tangwai's moderates 
In his article on the elections in Taiwan 
[REvIEW, 24 Nov. '83] Andrew Tanzer 
makes a respectable attempt at objective 
reporting. However, he does not succeed | 
on all fronts. His most glaring error is his 

description of the Formosa people as. 
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pesos which 
strives for excellence. 


They should have had at least five years' experience 
h a reputable newspaper or magazine. | 


We offer ¢ excellent conditions of service which relate 
ds directly to experience and performance, and 
goes with being part of a team 


T tma miti 


the tangwai candidates are gre 
pered by the fact that martial la 


, did everything possible. to hampe ; 
a activities OF. the tangwai: if E 
| The Straits Times, South-east Asia’s leading newspaper | 3 
| group, is expanding its operations in many areas and 


d: talented and experienced iournalists. 
: pe J x Hean P had hes word 


00} oking for perceptive men and women With a flair 


g and the knowledge essential to tackle 
assignments of a varied nature. 


MIR 


)j (such. as torture by the secret- -police 


standards. 


| democratic lou. 


| fear of arrest. 


||] wives in Taiwan's legislative bodies 
|] HsuJung-shu in the Legislative Yu 
“Chou Ching-vu in the National 7 


: d sion than all their male- collea 
: aee Mr there ze d be 





| The Hague 


| 8 Dec. '83] and we 



























cies, martial law, the ban on new partie: 
and the. frequent confiscation of tangw: 
publications), they are moderates by in 


They all favour T ticker TEIT tow. 
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selves it is essential E s as 
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tion-mechanism for the "ele 

paign. Mii 
Besides, it was. again evide 

campaign that police and elect 





















termination” on hisor her litera 
were heavy threats by th 
tion Commission. Can tha 
democracy? 


I also want to comment that the tangwai. 


— have shown more statesmanship and 





ams legisla re ins 


isolation. 








We wonder about t 
“academic friend with a 
humour" [Traveller's. 


Traveller's own 
stereotypes - are 
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The Philippines’ divided opposi- 
tion tries to patch together a bat- 
tle plan. 


Page 11 

India’s political temperature rises 
ahead of a possible early elec- 
tion. 


Page 12 

. Asi? and Africa assert their new- 
found dominance over the lIs- 
lamic Conference. 


Page 14 
One of Burma's splintered rebel 
groups lays down its arms. 


Page 16 

Pakistan's opposition suffers a 
blow to its morale with the depar- 
ture into exile of Benazir Bhutto. 
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Last year's Rangoon mausoleum bombing, which killed 17 
South Koreans (right) and was an obvious attempt to as- 
sassinate President Chun Doo Hwan, has been followed 
swiftly by a new call for peace talks from the North, this 
time including Seoul as a partner. But is this a real attempt 
at reconciliation or is it another cog in the huge North Ko- 
rean propaganda machine? REVIEW correspondents, with 
outside contributors, look at the North and its leadership, 
their methods and their motivation, while The 5th Column, 
by the editor of a pro-Pyongyang journal, argues that the 
peace offer is indeed a giant step forward. Pages 22-30 

Cover illustration by Morgan Chua 


Page 32 
Thailand wants only the best for 
its air force, but Washington has 
doubts. 

Page 38 

Comic books can be an educa- 
tional aid, Indian schoolchildren 
have discovered. 


Page 40 

A boom or a boomlet? That is the 
question for Malaysia, now riding 
high on commodities prices. 


Page 44 

Japan's budget cuts corners to 
reduce the government deficit — 
but preserves arms spending. 


Pages 46-47 

Agriculture is the mainstay of 
Vietnam's economy, but in Cam- 
bodia, itfaces problems. 
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Thailand's struc- 
tural-adjustment 
plans may need 
some adjusting. 
Meanwhile, Com- 
munications Min- 
ister Samak Sun- 
daravej adjusts 
plans to use Ja- 
panese loans. 
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Page 56 T 
Canada hopes to cash in on 
China's open door. 


Page 59 N 
Indonesia’s central bank adds | 
two new monetary instruments to - 
its array of controls. | 
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Page 60 =o 
Singapore’s bargain-basemeñt ie 
property prices attract investors. | — 


Economic relations: Can-do for Canada 
Banking: Jakarta's instruments of 
control 
Partners no more in Singapore 
Keating's half-dozen 
Property: Singapore's fire sales 
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The Taiwan Garrison Com- 
mand, the island's highest sec- 
-urity organ, released 11 long- 
term prisoners from the Green 
Island maximum-security facil- 
_ ity. All of them have served 25 
P years or more for political 
crimes including sedition. At 
_ least three of the released men 
gere mainlanders and have no 
relatives in Taiwan. The latest 
 amnesty follows the precedent 
| set early last year when nine 
long-term prisoners wete 
E freed. — DIRK BENNETT 



































‘he 13 Iranian men held in 
Hongkong since 28 December 
_ for travelling on forged pass- 
» ports may be repatriated to 
- Pakistan with the assistance of 
the United Nations High Com- 
missioner for Refugees 
~ (UNHCR). The local UNHCR 
- office has confirmed that four 
3 of the group are recognised as 
refugees in Pakistan while 
another four have applications 
| pending a decision by Karachi 
. Officials. 
— "All 13 left Iran and went to 
Pakistan under similar cir- 
umstances," an official of the 
à P local UNHCR branch said. 
| group. they are most 
y Of concern to 
NHCR, therefore we're try- 
ing to assist the Hongkong Gov- 
i ernment to:seek a solution out- 
. side Hongkong for them." The 
€ icial would not elaborate on 
_ the Iranians’ reasons for seek- 
v iri asylum. — TERESA MA 


| Singapore Prime Minister Lee 
K an Yew's controversial call 
last year for educated women 
. to have more children in order 
. to maintain the quality of the 
T . country’ s "gene pool" has been 
translated into an incentive 
| scheme for entrance into the 
= best primary schools. 

= Families with university- 
3 pasucated mothers and three or 
more children will get top 
- priority at the best schools. 
. Next in line will come the two- 
- child families of well-educated 
women, followed by the child- 


"e SCR WENT 


) y ho have been sterilised or had 
a vasectomy. Bottom of the 
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heap will be the children of un- 
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. UNHCR takes a hand over 
j Iranians | 


. ren of non-university parents 


sterilised parents without de 
grees and with three or more 
children. 

Educationists are divided in 
their estimates of whether the 
scheme could even be adminis- 
tered, let alone achieve results, 
but it is generally recognised as 
one of Lee's boldest efforts at 
social engineering. 

— A CORRESPONDENT 





Kapitsa: a comeback. 


Soviets to tour 

Asean countries 

Soviet Deputy Foreign Minis- 
ter Mikhail Kapitsa will visit 
Bangkok in February às part of 
a Southeast Asian tour includ- 
ing Vietnam, Malaysia and 
Singapore, it has been reported 
in Bangkok. 

His will be the most senior 
Soviet delegation to visit 
Asean countries since the 
Soviets shot down a Korean 
Air Lines jet last September, 
which led to strong Asean pro- 
tests. — RODNEY TASKER 


Prem to visit US 

and Europe 

Thai Prime Minister Prem Tin- 
sulanond confirmed on 23 
January that he would visit the 
United States and four other 
countries in April. It will be 
Prem’s second visit to 
Washington as prime minister, 
the first being in late 1981. He 
also will go to Canada, Den- 
mark, Yugoslavia and West 
Germany. 

Thailand has a strong. sec- 
urity relationship with the US, 
guaranteed under the 1954 
Manila Pact, but there are cur- 
rent differences between the 
two over Bangkok’s desire to 
buy a squadron of advanced 
F16A fighters (page 32), an 
issue. which may figure in 
Prem’s talks with President 
Ronald Reagan. 

— RODNEY TASKER 















Jack Chia boosts 
Haw Par holding 


Entrepreneur Jack Chia has 
taken advantage of the Singa- 
pore takeover code’s newly 
raised trigger point for a gen- 
eral offer to bring his holding in 
Haw Par Bros International up 
to 19.4% with the purchase of 
278,000 more of the company’s 


149.04 million shares. Under - 


the old rules, a20% sharehold- 
ing would have triggered a gen- 
eral offer, but Chia can now 
amass up to 25% before he 
must extend his bid. 

If he does so, he could run 
foul of the United Overseas 
Bank (UOB), which still holds 
30.6%- of the company in the 
aftermath of a failed 1981 take- 
over bid. UOB chairman Wee 
Cho Yaw also chairs Haw Par 
and likes to exercise tight con- 
trol. Within days of the Jack 
Chia announcement, UOB 
countered by picking up 
an additional 472,800 shares. 
Another major Haw Par 
shareholder is the Hong Leong 
group, with a 7.2% stake. 

— LINCOLN KAYE 


Small fishermen's 

plight to be aired 
Development questions will be 
a focal point of discussion at an 
international conference on 
the problems of workers in the 
fisheries sector to be held in 
Rome on 4-8 July, in conjunc- 
tion with the first United Na- 
tions Food and Agriculture Or- 
ganisation conference on 
fisheries management and 
development. 

The fisheries workers’ confer- 
ence, organised by a worldwide 
group of technologists and re- 
presentatives from various 
fishermen’s associations, aims 
at highlighting the plight of 
small fishermen who are being 
edged out of the mainstream of 
socio-economic development 
by. heavily capitalised, large- 
scale and export-oriented fish- 
ing operations. 

— ELIZABETH CHENG 


Seoul plans to boost 

securities investment 

Measures designed to discour- 
age property speculation and 
foster greater investor pur- 
chases of securities will figure 
highly in South Korean Gov- 
ernment economic 


policies 
over the next year, according 
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WA ‘recent | e statements. | 


New progressive | taxes | are 
likely to be imposed on au 
owners, and realtors will face. 


much tighter controls in ob- 


taining licences and reporting 
property transactions. 

To encourage greater activi- 
ty in the securities sector, large 
companies will be strongly en- 
couraged to go public by a 
number of measures, including 
tax deductions for small in- 
vestors purchasing stocks of 
newly listed companies. 

— PAUL ENSOR 


Malaysia seeks to limit 
foreigners' land buying 
Malaysia s National Land 
Code will be amended in April 
to prevent foreigners from bu 
ing most categories of lan 
The present legislation is re- 
garded by the government as 
being too loosely drafted to 
prevent land acquisition by 
foreign | nationals, and the 


— 


proposed amendments will bar : 


even permanently resident 
foreigners from buying land 
designated for commercial, ag- 
ricultural or residential deve- 
lopment. It is believed non- 
Malaysians — including many 
Singaporeans — own 48,000 
ha. of urban land throughout 
Peninsular Malaysia. 

— JAMES CLAD 


South Korea juggles 
interest rates 


[n an effort to attract more : 


long-term deposits and im- 
prove the financial standing of 
banks, the South Korean Gov 
ernment has — announce 
changes in interest rates. 
Banks have been under grow- 
ing pressure owing to a series of 


interest-rate cuts since July- 


1982, when a uniform 8% rate 
on long-term deposits and a 
10% lending rate were im- 
posed. 

Interest on long-term depo- 
sits has now beën raised one 
percentage point to 9%, while 
short- and medium-term rates 
have been lowered. Lending 
rates have been raised half a 
point to 10.5%, though export- 
financing loans are not af- 
fected. 

Expecting another good year 
for the economy as a whole, 
the government said 


estimated additional Won. 34 
billion (US$43 million). which 
companies will have to. pay in 
interest, will not cause serious 
_ — PAUL ENSOR 


problems. 
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Both Japanese 
and South 
Korean officials 
would like 
President Chun - 
Doo Hwan to 
visit Tokyo this 
year, but 
security concerns 
are posing a 
big headache. 
Considerable 
numbers of Korean residents in 
Japan are pro-Pyongyang, while 
Japan's own ultra-leftists are certain 
to try to oppose or disrupt his visit. 
No South Korean president has 
made a state visit to Japan since the 
wo countries normalised diplomatic 
elations in 1965. Concern over 
security has heightened since 
Pyongyang’s unsuccessful attempt to 
assassinate Chun during his state 
visit to Rangoon last October. The 
president has not left South Korea 
since that time. 


GOLDEN DRAIN 


Philippine gold sales appear to have 
been even bigger than assumed, 
contributing significantly to the 

- metal's weakness. Latest 
International Monetary Fund 
monthly statistics show that by 
November the nation's gold 


EB THE WEEK 


| AFGHANISTAN Cambodian guerilla bases near the Thai bor- 


der (18 Jan.). The prime minister of the 
Democratic Kampuchea coalition, Son Sann. 
invited Prince Norodom Sihanouk to visit one 
of his bases in a move to seal the rapproche- 
ment between the two non-communist fac- 
tions of the anti-Vietnamese coalition (/9 


Soviet and Afghan troops broke a rebel 
siege of the city of Urgun with the help of de- 
fecting rebels, the official Afghan radio said 
(21 Jan.). Afghan guerilla leaders in Iran said 
that rebels had struck inside Soviet territory. 
Lieut-Gen. Nazar Mohammed was named 
the new chief of staff and other defence offi- 
cials were replaced to strengthen the mili- 
tary's hand against the rebels, Western dip- 
lomats in Islamabad said (24 Jan. ). 


BANGLADESH 
At least 12 men were killed and 20 injured 
in a clash between Indian and Bangladeshi 
security forces just inside the Bangladesh bor- 
|. der, it was reported (23 Jan.). 


Burmese troops shelled an anti-govern- 
ment rebel camp near the western Thai bor- 
der, a Karen insurgent spokesman said (23 

. Jan.). Fierce fighting continued between Bur- 
mese Government troops and Karen insur- 
gents, reports in Bangkok said (24 Jan. ). 


‘CAMBODIA 

.. Vietnamese troops seized a strategic road 
which would enable their tanks and heavy ar- 

. tillery to move into position for attacks on key 
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holdings had fallen to 447,000 oz. 
Since April 1983 gold holdings had 
been reduced by 1.3 million oz — 1 
million oz of this after the August 
assassination of former senator 
Benigno Aquino. Banking and gold 
market sources say most of this has 
been sold rather than swapped 
temporarily for foreign currency. 
Most of the nation's official holdings 
— like those of many countries — 
have been held overseas, mainly in 
the United States, notwithstanding 
Manila newspaper reports of large 
quantities of official gold being 
spirited out of the country. 


BORDER MENACE 


Cambodian resistance leaders and 
Thai military observers believe that 
Vietnamese troops near the Thai- 
Cambodian border, backed by 
armour, have moved into a more 
threatening position. Earlier 
assessments that the Vietnamese 
were taking a defensive stance 





Assistant Foreign Minister Zhou Fan was 
appointed leader of the Chinese negotiating 
team. on Hongkong's future (18 Jan. ). 


HONGKONG 

Taximen won a reprieve in the Legislative 
Council over controversial tax and licence in- 
creases (18 Jan. ). 


Prime Minister 
Mohamad met United States Defence Secret- 
ary Caspar Weinberger in Washington (20 


Imprisoned political leaders will be freed 
before parliamentary elections promised by 
March 1985, President Zia-ul Haq said (24 
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during the current dry season have 
changed as the Vietnamese are — 1|. 
reported to be preparing for attacks. eal 
against the Khmer People’s National e 
Liberation Front (KPNLF) near its | - 
headquarters at Ampil, just across | - 
the border, and Khmer Rouge | - 
guerillas in the Phnom Milai area.’ B 

We. 




















The KPNLF claims that in a skirmish 
near Ampil on 20-21 January, o: V 


Vietnamese troops used toxic gas, 
injuring four KPNLF men. 


GATT STRATEGY plig 
Laying the groundwork for the April | 
round of the General Agreement on | - 
Tariffs and Trade, Japanese officials |^ 
have been quietly drumming up 
Asian support for the anti- 
protectionist doctrines pro- Ass 
mulgated in last year's talks between | 
Japanese Prime Minister Yasuhiro 
Nakasone and US President Ronald. 
Reagan. Expecting resistance from 
European countries whose K 
economies are lagging, Japan is . 
hoping to open the door to Eu 
European markets by using pressure | | 
from the developing nations — A 
many of them former European 
colonies. Michiro Mizoguchi, a 
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special adviser to the Foreign Fe 
Ministry, has met officials in recent. |. | 
weeks on a tour of Indonesia, "4 


Singapore, Hongkong and South 
Korea. | 
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PHILIPPINES H 5rd! tereg orp : 
A court refused bail for two fotoien Roman f 
Catholic, priests, Brian ;GoresnantbniNIdl - 
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O'Brien, and six Filipino church würkers wae x 
cused of complicity in the murder of.a town f: - 
mayor in central Philippines (24 Jan. ). 23 
SINGAPORE j 3:3 3 

One person died and eight were injured. |. $ 
when a rocket grenade exploded ut an inter- $ 


national aerospace exhibition at Changi Air- ] | 
port (21 Jan.). il 
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SRI LANKA 

President Junius Jayewardene extended an 
eight-month-old state of emergency for.a 
further month “(18 Jan.) ^A powerful | 


PA ^e 


- 
' , . D 
DE m — à, = ee 


2 


Sinhalese Buddhist group decided to with- | 

N 4 
draw from talks called by the government to” |” 
solve ethnic problems (24 Jan. ). wi 


TAIWAN L3 
The government released on parole | kpoli- 
tical detainees, most of whom. have been... 
jailed for 30 years, the Taiwan Human Rights + 
Association said (23 Jan. ). a 
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Tran Van Huu, premiér of’ Vietnam in “|! 
1950-52, died in Paris at the'age òf 87( I9Jány. | ^ 
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Opposition groups seek common ground as elections approach 
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The search for unity 


By Guy Sacerdoti 


Manila: To boycott or not to boycott? 
That is the question the fractured opposi- 
tion*to President Ferdinand Marcos’ 18- 
year-old regime is pondering as the critical 
May elections to the Batasang Pambansa 
(National Assembly) approach. Follow- 
ing a Christmas break which marked the 
end of the initial emotional and sometimes 
turbulent period after the 21 August 1983 
assassination of opposition leader Be- 
nigno Aquino, anti-Marcos factions spent 
most of January trying desperately to find 
a common cause and a basis on which they 
could fight, and perhaps eventually 
change, the regime. 

They have been only partly successful. 
While three major opposition groups ag- 
reed on 17 January to a set of six demands 
which they say Marcos must meet before 
they will participate. some members have 
indicated privately they will probably run 
candidates whatever Marcos does. Others 
say that while they will not run, neither 
will they campaign for a boycott should 
Marcos accede to the demands. One re- 
spected opposition leader said: "Of course 
Marcos is laughing. | would be too if I 
were in his shoes." 

But in the highly individualistic and 
ideologically divided world of Philippine 
opposition politics, the anti-Marcos fac- 
tions have at least recognised their prob- 
lems and the need to keep their channels 
of communication open. That may not 
sound like much to outsiders, but in back- 
biting Manila politics, it marks major con- 
cessions from all sides. 

In their call for *meaningful elections" 
in an open letter to Marcos and the public 
the 12-party United Nationalist Demo- 
cratic Organisation (Unido), the recently 
formed “compact” of four other major op- 
position groups and the Alliance of Met- 
ropolitan Associations (AMA), formed in 
the aftermath of the Aquino assassina- 
tion, broke through major ideological dif- 
ferences to present their first common 
platform. 

This included calls for: 

» The repeal of a constitutional amend- 
ment passed during the martial-law period 
giving Marcos legislative powers similar 
to those of the Batasang Pambansa. 

» The repeal of draconian presidential 
decrees widely criticised for allowing Mar- 
cos to detain virtually anyone critical of his 
government on capital charges, suspend 
the writ of habeas corpus, allow him to de- 
tain anyone he personally feels threatens 
"public safety" and deprive political of- 
fenders of their citizenship. 

» The passage of an amendment requir- 
ing a two-thirds vote of the Batasang Pam- 
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bansa before martial law can be declared 
again. 

>» An amendment requiring Batasang 
Pambansa confirmation for top govern- 
ment appointments. 

» Amnesty and release of political de- 
tainees. 

» An opposition accreditation; keeping 
the armed forces of the Philippines away 
from voting centres; placing independent 
people on the Commission on Elections 
(Comelec); re-registration of voters, and 
equal access to the media. 

Should the government agree to the de- 
mands, all three groupings will participate 
in the elections. If it does not, the groups 
say, they will boycott. 

Unido president Salvador Laurel told 
the REVIEW that Marcos’ “agreement to a 
substantial portion of the demands” was 
essential but stressed that the last set of 
demands was most important. In fact, the 
last set has been all but met as far as Unido 
is concerned. Unido has received accredi- 
tation, the Reserve Officer Training 
Corps, and not the armed forces, is like- 
ly to be watching over the polls, Marcos 
has invited nominees from the opposi- 
tion to take some of the vacant seats on 
Comelec, re-registration is set for March 
and the president has done little to 
halt publication of the plethora of opposi- 
tion newspapers which sprang up follow- 
ing the Aquino assassination. Laurel be- 
lieves boycotts do not work. In the 1981 
presidential elections, he said, an opposi- 
tion movement was set up with only thinly 
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akati rally in support of boycott: 2 problem for the opposition. | 


veiled government support and, though 
massacred in the polls, gave the exercise at 
least some legitimacy. 

But he also insists that the May elec- 
tions "could be our last political exercise" 
if Marcos does not show interest in the de- 
mands. Laurel said that as Unido sees it 
the two non-boycott choices will be to dis- 
band Unido and other political parties en- 
tirely, leaving the country to the two 
armed groups — the communist New 
People's Army and the Marcos military — 
or "knowing the dice are loaded. . . g 


the polls carrying bolos [daggers] or g ; 


to protect our ballots." Few observers be- 
lieve either will happen and say that if 
Marcos simply goes ahead with what he 
has already committed himself to, Unido 
will probably field candidates. 


W orried about Unido’s stand on certain 
issues, such as non-cooperation with 
the Left, and its support for US bases, four 
main groups announced on 6 January the 
formation of the compact, an alliance built 
around four men: former senator Lorenzo 
Tanada of the National Alliance for Jus- 
tice Freedom and Democracy; former 
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president Diosdado Macapagal of the Lib- | 


eral Party; Teofisto Guingona of the 
Pilipino Democratic Party-Lakas ng Bayan 
Alliance (PDP-Laban) — Laban was 
Aquino's party when he ran for the assem- 
bly from jail in 1978 — and the highly re- 
spected former senator Jose Diokno, who 
heads a number of groups including the 
Kilusan Sa Kapangyarihan at Karapat: 
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ng Bayan (Kaakbay), or Movement for 
Philippine Sovereignty and Democracy. 
These leaders have come out solidly be- 
hind a boycott, saying participation in 
Marcos-controlled elections would only 
give legitimacy to what they see as the pre- 
sident’s illegal rule. p 

For this group, the repeal of the amend- 
ment giving Marcos legislative powers is 
most important in that otherwise the Na- 
tional Assembly remains a meaningless in- 
stitution. If Marcos can legislate by him- 
self or disband the assembly at will, the 
group argues, it does not matter who con- 
trols the body. The repeal of draconian 
decrees is essential, it is further said, to 
avoid any intimidation of voters. 

Marcos has said the decrees are tem- 
porarily suspended until after the elec- 
tions, but the compact leaders say that 
does not mean people will not be arrested 

^ wards, as Tanada and others were 

owing the 1978 elections. As the grand 
oia man of the opposition, Tanada, 85, is 
holding fast to his boycott stance, knowing 
that Marcos is unlikely to agree to the de- 
mands. But Diokno says that even if de- 
mands are met and all groups decide to 
participate, he will not run. All he will do, 
he says, is not campaign for a boycott of 
the polls. 

This leaves open the possibility of a 
further compromise with Marcos. “All the 
demands are non-negotiable,” Diokno 
said, "though some may be more non- 
negotiable than others.” 

The third group, AMA, is an amalgam 
of formally apolitical groups formed in the 
aftermath of the Aquino killing and led by 
Aquino’s brother Agapito. The group in- 
cludes leaders from the professions, busi- 
ness, the Roman Catholic Church and the 
Aquino family, and has managed to 
adhere to Aquino's pleas before his death 
for national reconciliation and a return to 
jemocracy as a means for getting dispa- 






Butz' Aquino at rally: urging unity. 





T 


V ECONOMIC REVIEW e 2 FEBRUARY 1984 


mx ya A ‘ee j "er vM 





rate opposition groups to sit down and 
talk. 

It was Agapito's opposition convention 
(Kompil) on 7-8 January which brought 
together groups as varied as Unido and 
the radical Left. And while debates were 
heated and speakers occasionally were 
booed, it did bring the whole range of anti- 
Marcos leaders — some 2,400 of them — 
under one roof. Aquino's wife Corazon, 
though eschewing politics, signed the 
open letter with AMA. 


he government's reaction was as ex- 

pected. Marcos has said he has done 
everything to give the opposition a fair 
chance. As planned long before the 
Aquino assassination, he has offered the 
opposition nominees on the election com- 
mission, stopped single-party block voting 
and will allow media access to the polling 
process. 

He has compromised by allowing a full 
re-registration of voters and has publicly 
said the contentious decrees will be sus- 
pended for the duration of the election 
period. One presidential spokesman. Ad- 
rian Cristobal, published a retort in most 
dailies, saying that the opposition wants 
Marcos to implement its election platform 
even before it decides to run. 

But if the extremely fragile opposition 
unity can be strengthened, particularly on 
the issue of non-participation if Marcos 
does not compromise on any of the cur- 
rent issues, pressure on the president may 
mount, particularly in the United States. 
Free and honest elections have become a 
major concern of a number of influential 
leaders on Capitol Hill, where US$900 
million must still be approved for US use 
of Clark Air Force Base and Subic Bay 
Naval Base. 

Moreover, skittish US banks are con- 
sidering a major rescheduling of the 
Philippines US$24.7 billion in foreign 
debt along with the granting of US$1.65 
billion in new credits. The bankers are be- 
ginning to express as much concern over 
the fluid political situation in the Philip- 
pines as they have over the country's 
economic problems. 

The opposition is hoping to strengthen 
its fragile unity through further consulta- 
tions, and via public pressure its leaders 
hope they can muster a renewed spate of 
rallies, the first of which was scheduled in 
the business district of Makati on 24 
January. 


Meanwhile, most parties were urging a | 


boycott, though not very enthusiastically. 
of the 27 January plebiscite. This 
would alter the constitution to allow vot- 
ing by province instead of by the larger re- 
gions, re-establish the vice-presidency in 
the 1987 presidential election as a means 
of altering the succession scheme and 
allow the government greater freedom 
over the disposal of public lands. Given 
the way the questions have been phrased, 
there is little doubt the items will be ap- 
proved. o 




















Basu: the next target? 


INDIA 


Heat and 
dust-ups 


The rising political temperature 
in opposition-held states 
points to an early election 





By Salamat Ali and Mohan Ram 
New Delhi: A combination of populist 
measures by the government, a rising 
chorus of charges and counter-charges 
and, most importantly. increasing | vio- 
lence in states controlled by opposition 
parties. are all clear signs that the tempo 
towards an Indian general election is 
speeding up. 

With Prime Minister Indira Gandhi's 
Congress party's term expiring in January 
1985, elections are due in less than a year. 
But the opposition is still in doubt about 
the exact timing and whether the latest 
developments are an indicator of an early 
poll or just a foreshadowing of things to 
come. There are ample indications the 
Congress intends either to seize power or 
at least destabilise states ruled by other 
parties and thereby secure a better posi- 
tion to influence the outcome of the na- 
tional polls. 

Karnataka in the south and Jammu and 
Kashmir in the north have been faced for 
weeks with open bids to topple the state 
governments, now run by the opposition 
Janata and National Conference parties 
respectively. For some time during recent 
violent Congress-led protests in’ com- 
munist-led West Bengal. Chief Minister 
Jyoti Basu suspected that his state had 
been chosen as the next place where law 
and order was to be threatened. 

A delegation of Congress leaders from 
Andhra Pradesh arrived in New Dethi at 
the end of the second week of January to 
seek their high command's approval for 
launching a campaign against the opposi- 
tion Telugu Desam state government's 
“lapses,” especially the restructuring of 
local self-government. That restructuring 
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> pressure on Chief Minister N. T. 

Rao, who has refused an electoral 

an with the Congress and is reported 

to have offered to consider cooperation 

on y after the election, wanting to keep his 
(ions open. 

o far, violence has been avoided in 

nly two of the non-Congress-run states, 


Tamil Nadu and Tripura, where the Con- | 


gress is much too feeble to start any “top- 
pling” ploy without getting n 
| auled. The Congress strategy of de- 


; stabilising other party governments in the | 


. especially the violence in Jammu 
nd Kashmir and West Bengal. seems to 


e forcing the divided opposition parties | 


seek security through improved mutual 
nd rstanding. though electoral unity still 
seems a distant and elusive goal. 


The toppling game started with Kar- | 
aka, where. according to the opposi- | 
n parties, the Congress has been trying | 


ly ruling Janata Party state legislators 

duce the party's thin majority. The 

ion became confused on 14 January 

ithe wife of one Janata legislator al- 

d that her husband had been abducted 

was being held at the house of a Con- 
leader i in evi pa 


held in 
16-19 


ET mic summit, 
. Morocco, on 


I x in the 45-member Orne 
1 2] the Islamic C onference (OIC ). 


es as à es stati rejecting Arab domi- 
ce. iere ce most decisions. at the 


he, | host important. decibtón made at 
Casablanca sunimit was to re-admit 

an OIC member. Cáiro' s mem- 
hip was suspended following its 1979 


| 
| 
: 
| 


shown out. At the first meeting of the state | 


assembly, the man assured other members 
he had defected to the Congress voluntar- 
ily. 

The assembly session followed strong 
attempts by the Congress to persuade the 
state's governor to dismiss the Janata gov- 
ernment on the. ground that it had lost its 
majority and invite the Congress to forma 
government. It offered to prove its own 

majority to the governor, but the gover- 
nor refused. Chief Minister Ramakrishna 
Hegde sprang a surprise when he called 
for a vote of confidence from the legisla- 
ture. Taken aback and clearly short of 
strength. to acquire control, Congress 
walked out after a few hours of uproarious 
debate. 


peace treaty with Israel, and radical Arab 
states such as Syria, South Yemen and 
Libya had opposed since then Egypt’s re- 
admission without revocation of the 
treaty. The summit decided by a majority 
vote to invite Egypt back into the Islamic 
fold on condition that Cairo endorses the 
Arab peace plan for the Middle East 
which was put forward by the Saudis. 

A major argument put forward by radi- 
cal and some moderate Arab states at the 
summit against Egypt’s re-admission was 
that the OIC should not act on the matter 
| until the Arab League reconsiders its ex- 
| pulsion of the largest Arab country from 
its fold. While most Arab countries, par- 
ticularly Iraq and Saudi Arabia, sup- 
ported Egypt's re-admission, they prefer- 
red to play a low-key role at the summit 
and were certainly not keen to dem- 
onstrate the OIC's independence in rela- 
tion to the Arab League. 

Guinea's President Sékou Touré took 
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| given oí the continence mo 

E: won 108 to. nil as. all DANT 

| Congress closed 1 d him. 

| Next day, Karnataka. was. hit D. a vic™ =e 

strike — for which Congress disclaime 

responsibility. Hegde, at a Ne TT 

press conference on 22 January, ch: ged | 
that Congress workers had infiltrated. the. 

| ranks of strikers to create law-and-order : 


promie ms. 


Raar. stems ge the ‘Cone 

sion to try to oust the National Conferer 
government. Congress. supporters went 
on a rampage on 14 January, destroying 
public property and clashing with police- 
men to demand the dismissal of the. state 3 


the lead in ETA that "m sum 
himself as the he opportu the Afro-4 sian 


group and emphasised that the OIC 
should nake decisions on ue of Pan- 


at the summit, 
OIC secrotaty gen 
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- The next day, Abdullah was eked iby | 
Congress supporters at Calcutta airport as 
he was leaving the city after attending a 
conclave of opposition leaders. The con- 
clave, the fourth of its kind since May last 
year, had warned Mrs Gandhi of the “col- 
lective wrath of the people” if her party 
tried to topple b e neis d state govern- 
ments. 

The attack on Abdullah was a political 
affront not only to him but also to the West 
Bengal government which hosted the con- 
clave. It was all the more so because lead- 
ers of Mrs Gandhi's party were at the air- 
port openly to direct the attack. After ar- 
rests of several Congress leaders, there 
were two days of street violence. Even- 
tually, Basu threatened that if the violence 
continued he would have to call his own 
party cadres on to the streets to counter it. 

Returning from Calcutta to a Congress 
black-flag demonstration at New Delhi's 
Palam Airport and the subsequent stoning 

f the Kashmir state guesthouse where he 

as staying, Abdullah told a hurriedly 
called press conference that he respected 
every political party's right to dem- 
onstrate but that he could not be a silent 
spectator to the Congress blocking high- 
ways, attacking public property and set- 
ting fire to government offices. 

He threatened to call on paramilitary 
forces in Kashmir to curb the violence and 
declared: “I have shown great restraint 
and now I say enough is enough. I appeal 
to the prime minister to restore sanity to 
her party men.” 


mini: er S s and p pres jed over by the prime 





minister, Hegde deGared that some politi- 
cal forces were behind recent violent com- 


. munal clashes “and you [Mrs Gandhi] 


have contributed a great deal." Mrs Gan- 
dhi expressed her *abhorrence" of vio- 
lence in public affairs and also said that 
she was against any move to destabilise 
democratically elected state governments. 
But at a press conference next day Hegde 
indicated. that he. was not convinced and 
remarked he did not believe that destabili- 
sation attempts could be taking place 
without the prime minister's approval or 
that her writ did not run in her own party. 


he opposition parties have so far desist- 

ed from violence, but the Calcutta con- 
clave issued a call for a nationwide cam- 
paign beginning on 13 February “to com- 
pel the centre to concede the economic de- 
mands of the people." The National 
Democratic Alliance, a rival group in the 
opposition camp which did not attend the 
Calcutta meeting, announced a few days 
later its own separate plan for nationwide 
rallies and demonstrations beginning in 
the third week of February to protest 
against the "Congress. failure to solve 
economic problems." 

Acutely conscious of the opposition's 
economic plank, New Delhi has launched 
a programme of populist action. Request- 
ing a US$2 billion loan from the Asian 
Development Bank, the government told 
the International Monetary Fund that it 
would not draw the remaining US$1.1 bil- 





Zia and Arafat at the summit: the Arabs lose control. 


refusal of both Pakistan and Bangladesh 
to withdraw their candidates has made 
agreement difficult. The Casablanca sum- 
mit decided to extend the term of present 
Secretary-General Habib Chatti of Tunisia 
until 31 December 1984 and postpone the 
election of his successor to the next Is- 
lamic foreign ministers’ conference, sche- 
duled later this year in North Yemen. 
Zia says that the Pakistani candidate 
has the support of a majority of OIC mem- 
bers. Zia's conduct at the summit and his 
ene apiomasy pome that he is 
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waiting for Bangladesh to withdraw its 
candidature quietly so that the election 
does not divide the Islamic Sdiference 
further. 

Zia's diplomacy at the summit also was 
geared to Pakistan's political scene: Pakis- 
tan's official media projected Zia's new 
position as a leading statesman of the Is- 
lamic world to build his image at home in 


preparation for a campaign to win popular 


support for the government's policies. Zia 
was welcomed back from the conference 


at Islamabad airport by a huge crowd of 
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US$5.6 billion a N credit it br sec- 
ured from the IMF more than two years 
ago. The opposition interpreted the move 
as the government's inability in an elec- 
tion year to comply with the IMF's tough 
conditions — cutting down subsidies, 
higher mobilisation of domestic resources 
through price increases and other unpopu- 
lar measures. 

Simultaneously, Mrs Gandhi an- 
nounced a scheme to lower food prices for 
the under-privileged through participation 
in the food-for-work programme. The sale 
price of wheat was fixed at Rs 1.50 (16 US 
cents) per kg. and of rice at Rs 1.80 per kg. 
compared to Rs 2 and Rs 3 respectively in 
the open market. 

In addition, a meeting of top executives 
of the 37 nationalised banks, attended by 
Mrs Gandhi's son Rajiv, was told on 14 
January to intensify distribution of mass 
loans to weaker sections of society under 
the government's “national programme 
for development.” Banks were told to or- 
ganise public ceremonies for distribution 
of these loans. New Delhi alone was given 
a target of handing 25,000 credit accounts 
for self-employment ventures at the rate 
of 30 loans per month per bank branch. 

Thus, it appears that the election cam- 
paign is likely to heat up further in the 
coming weeks. Non-partisan observers 
are worried that too much heat is being 
generated too fast. But Mrs Gandhi is a 
shrewd politician and in total command of 
her own political machine, and may be 
striving to goad the opposition into letting 
off most of its steam before the polls. {J 





supporters, bussed in for the occasion. He 
also took a campaign-style walkabout in 


town and was expected to address#public 
meetings on Pakistan’s suc sin aing to 
unite the Islamic “nation.” dress to 
the Casablanca summit’s session was 
shown on national TV twice, and S€veral 
discussions have been held om his able 
statesmanship. 

Support for Zia’s moves came from 
such Asian states as Malaysia, whose dele- 
gation was led by Foreign Minister Tan Sri 
Ghazali Shafie. Malaysia backed Pakis- 
tan’s proposals on both the Iranian and 
Egyptian questions. African delegations 
played a supporting role but, apart from 
Touré, no one took the lead in criticising 
Arab countries for bringing their infight- 
ing into the Islamic conference. 

Resolutions of the summit were similar 
to the ones adopted by the Islamic foreign 
ministers’ conference in Dhaka last year. 
Palestine Liberation Organisation leader 
Yasser Arafat consolidated his position by 
securing re-endorsement of himself as the 
sole legitimate representative of the Pales- 
tinians, despite his exit from Lebanon 
under Syrian pressure. The conference, 
however, did not condemn or criticise 
Syria's conduct on the matter. On the 






Tran-Iraq war, the conference called for a 


negotiated settlement, but praised Iraq's 


acceptance of peace initiatives in an obvi- 


ous indication of a pro-Iraqi tilt. 
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Laying down arms 


The Lahu State Liberation Army surrenders to the 
government following infighting and defections 


By Bertil Lintner 

Bangkok: In the frequently bitter 
Separatist struggles which range along 
Burma's jungle-clad border with Thai- 
land, rebel Lahu tribesmen have tended to 
be little more than bit players. Now it 
seems the Lahu are out of the game al- 
together. According to reports from 
northern Thailand, the remaining 200 sol- 
diers of the split and defection-ridden 
Lahu State Liberation Army (LSLA) 
have laid down their arms and surren- 
- dered to the Burmese Government. The 
mass defection was supposedly led by Kya 
Duer, son of Lahu rebel chieftain Kya U, 
but the whereabouts of the leader himself 
are still uncertain. 

The same reports indicate that the 
Burmese Government promised Kya U 
that he could set up his own militia 
force under Burmese auspices at an army 
camp at Pungpahkyem, which guards the 
entrances to the Burmese-Thai border- 


_ crossing points at Pieng Luang and Na- 


Ok. These are held by the Shan United 
Revolutionary Army (Sura), led respec- 
tively by Moh Heng, and Chinese irregu- 
lar forces (CIF), previously known as 
Kuomintang. 

The Lahu surrender marks the end of an 
I1-year-long tribal rebellion which has 
been more of a tragi-comedy than a 
nationalist uprising. It started towards the 
end of 1972 when the late Pu Kyuang 
Long, the Lahu's payah, or politico-religi- 
ous leader, who could be described as the 
Lahu equivalent of Tibet's Dalai Lama, 
decided to take up arms against the Ran- 
goon government. The Lahu leader had 
been at that time a Ka Kwe Ye home- 
guard on the side of the government and 
as such had received unofficial permission 
to trade in narcotics in exchange for fight- 
ing Shan state insurgents. However, in in- 
terviews, Lahu rebels claimed that their 
opium had been confiscated by govern- 
ment troops and alleged that it had been 
later sold by local commanders to buyers 
along the Thai-Burmese border. 

In early 1973 the old payah sent his hill- 
tribe soldiers to attack the Burmese garri- 
son in Mong Ton and cut the road to Mong 
Hsat in southeastern Shan state. Later the 
group established itself at the mountain of 
Doi Larng, where the payah, in his 90s 
died in 1979. In order to gain respectabil- 
ity, a political party called the Lahu Na- 
tional United Party had been set up a few 
years before his death. The Lahu party 
then joined the National Democratic 
Front, a loosely organised group led by 
Karen tribal insurgents and made up of 
seven nationalist groups, all fighting the 
Rangoon government. 

Pu Kyaung Long was succeeded as 
payah of the Lahu by his son Kya U, who 
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encouraged Chinese opium merchants 
and heroin manufacturers to operate 
under his protection. During Kya U's hey- 
days in 1980-81, his Doi Larng stronghold 
was described as a mountain of *moon- 
shine, gambling and heroin." There were 
five heroin refineries run by the Chinese 
each protected by the Lahus for a fee of 
Baht 50,000 (US$2,200) a month. In addi- 
tion, there was a casino, which reportedly 
was visited by gambling-loving Chinese 
from all over northern Thailand and even 
Bangkok. 

Things took a turn for the worse in 
March 1981 when a Burmese military 
drive against Doi Larng forced the Lahus 
to flee across the border into Thailand; 
several houses were put to the torch, and 
opium and heroin-refining equipment 
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were seized. Kya U was later able to re- 
turn, but there was tension between him 
and his rival, Khun Sa, of the insurgent 
Shan United Army (SUA), and there was 
tension due to a split within the LSLA it- 
self. A young Lahu sergeant, A Bi, had 
left Doi Larng prior to the Burmese attack 
with a small contingent of soldiers, osten- 
sibly to fight the government. But he 
showed up at the Burma Communist Party 
(BCP) headquarters at Panghsang shortly 
afterwards, where he received military 
and political training. A Bi returned to 
Doi Larng by the end of 1981 and settled 
there. Step by step, reinforcements were 
sent down to him from Panghsang. Before 
long, Kya U found himself outnumbered 
and was forced to leave Doi Larng again. 

The wealth of Doi Larng had depended 
to a large degree on the activities of drug 
kingpin Lao Su, who had escaped from jail 
in 1977 and fled to the Burma border area 
where he ran heroin refineries under Kya 
U’s protection. When A Bi proved to have 
a stronger force, Lao Su switched sides. 
This sealed his fate with the Lahus, wh 
killed him in February 1983 (REVIEW, 2 
Mar. '83) and carried his body over to 
Thailand. 

In August 1982 Khun Sa and the SUA 
captured Doi Larng, forced 
out the communist-sponsor- 
ed troops of A Bi and estab- 
lished a new headquarters 
there to replace their former 
Ban Hin Taek stronghold. 
Kya U's Lahus had lined up 
with the SUA against A Bi, 
hoping to be able to return 
to Doi Larng after its cap- 
ture, but they were let down 
again. Khun Sa made it clear 
that he, and only he, would 
be in charge of Doi Larng, 
and Kya U left for the vil- 
lage of Mong Na, near Na- 
Ok where he lived in pov- 
erty for more than a year. 
Attempts to heal the rift be- 
tween him and his old allies, 
the CIF — to which Lao Su 
had been connected — and 
Sura failed. What was left 
of Lahu pride and inde- 
pendence was taken away 
by Chinese . businessman 
Chao Fah, who swindled 
them of their remaining 
wealth. The angry. Lahus 
killed Chao Fah in Fang, 
Thailand, last December. 
Fang police chief Lieut-Col 
Prasert Rangsiyakorn was 
caught in the crossfire dur- 
ing the attack on Chao Fah’s 
house and was killed also. 
The Lahus then retreated to 
Burma, where they surren- 
dered to the Burmese Goy- 
ernment. 

The consequences of the 
surrender are hard to pre- 
dict, but given that the 
Lahus may be eager to seek 
revenge, it is possible that 
the Burmese Government 
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who now has a significant BCP force 


under his command on the border near 


Doi Larng. The BCP’s move south to the 
Thai border during the past year has at- 
tracted nervous attention from both Thai 
and Burmese security planners. A Bi is 
now the only Lahu rebel leader along the 
border. His soldiers have penetrated even 
into Thailand, where presumably they are 
trying to establish business contacts to sell 
BCP opium to outside buyers — bypassing 
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In consideration this year's expected 
bumper crop of opffim., it is reasonable to 
assume that there will be a war for control 
of the vital border areas where opium is 
refined into heroin and where the impor- 
tant business deals are made. But the 
Lahu role in the expected struggle along 
the border seems confined to being used 
as mercenaries for the various warring fac- 
tions. They are a people in disarray with 
few friends and no trustworthy allies.  [l 





Last of the Bhuttos 


The opposition PPP is left in disarray following the 
departure of the executed prime minister's daughter 


By Husain Haqqani 

Islamabad: The departure of Benazir 
Bhutto, daughter of executed former 
Pakistani prime minister Zulfikar Ali 
Bhutto, has divided and confused Pakis- 
tan's political opposition. Although she 
declared in London her resolve to return 
to Pakistan, important figures in the ban- 
ned Pakistan People's Party (PPP) are 
said to be looking for alternative leader- 
ship, which has always passed from one 
member of the Bhutto family to another. 

After Benazirs departure on 10 
January, no immediate relative of the exe- 
cuted prime minister remains in the coun- 
try. While some members of the PPP are 
awaiting nomination of an acting party 
chairman by Benazir and her mother Nus- 
rat, others contend that the party should 
take the opportunity to free itself of the 
burden of the Bhuttos' leadership. 

The decision of the military government 
of President Zia-ul Haq to release Benazir 
from house arrest and let her go into exile 
was apparently calculated to pave the way 
for political normalisation in the country. 
The regime is now releasing low-ranking 
opposition. figures arrested during last 
year's civil-disobedience campaign by the 
opposition Movement for Restoration of 
Democracy (MRD). 

Negotiations are said to be under way 
with other opposition leaders, who might 
be released and allowed some degree of 
political freedom in return for agreeing to 

abide by ground rules laid down by the 
military. Several opposition leaders have 
in recent weeks indicated an interest in 
negotiating with the government for resto- 


. ration of political activity. Most are con- 


cerned that if, as is likely, Zia goes ahead 
with his plans for a general election on a 
non-party basis with prior screening of in- 
dividual candidates, they will be left out of 
the political process. 

These politicians would rather enter 
into a dialogue with the regime than be 
excluded from politics, especially if they 
see little prospect of overthrowing the 
military government through popular agi- 
tation. For the moment, however, neither 
the government nor the politicians have 
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confirmed that a dialogue is under way. 
Before his departure for Morocco to at- 
tend the Islamic Conference which began 
on 16 January, Zia is reported to have said 
that the opposition leaders will remain in 
detention so that they can think up fresh 
ideas about Pakistani politics. 

In her first statement after leaving the 
country, Benazir denied that her release 
involved any settlement with the regime. 
Nevertheless, her statement failed to end 
speculation about a deal between the 
Bhutto family and Zia. It is possible that 
some of the rumours in this connection 
may have originated with government 
sources in an attempt to demolish Be- 
nazir's credibility as an opposition leader. 
A common impression is that the Bhutto 
family represented the politics of ven- 
geance, and its removal from the country's 
political scene provides an opportunity for 
the PPP to make a fresh start. A PPP 
leader told the REVIEW: *We can now be a 
political party again, not just an extension 
of the Bhutto clan." He declined to be 
named, however, indicating that most of 
the party's leaders are still reluctant to 
publicly disown the Bhutto legacy. 


Benazir: departed charisma. 
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tafa Jatoi, former chief minister of Sindh 
province and chairman of the provincial 
party. Jatoi was the figurehead leader of 
the opposition in the civil-disobedience 
campaign launched in Sindh last August 
and is widely respected as the PPP’s most 
popular politician after Bhutto’s widow 
and daughter. In the past he has been con- 
sidered as potential leader of a govern- 
ment of national reconciliation, though 
such an idea has not been floated since the 
Sindh disturbances. 

Although Jatoi adopted a hard line dur- 
ing the civil-disobedience movement, he 
recently issued a statement calling for 
dialogue between the government and the 
opposition. Jatoi also called for release of 
political prisoners as a pre-condition for 
establishing a conducive environment for 
negotiations. Benazir’s release provides 
him with the justification he needed to 
enter into talks, though several leaders are 
still in detention. 

Conflicting statements by opposit 
leaders indicate that the failure of 
MRD’s civil-disobedience movement ias 
left the opposition divided over the ques- 
tion of relations with the military regime. 
Several leaders are now prepared to talk 
and settle with Zia while others, notably 
Mohamad Asghar Khan, now in deten- 
tion, have rejected the prospect for a 
negotiated settlement of the political im- 
passe. On the other hand several of Zia’s 
advisers also oppose negotiations on the 
ground that the opposition has failed to 
mobilise popular support and should 
therefore be ignored. 

Some of the PPP leaders, including 
Jatoi, are also considering the possibility 
of leaving the PPP to join other political 
parties. Although political parties are 
banned under martial law, their leader- 
ship continues to engage in limited politi- 
cal activity, and desertions by major party 
figures would be a serious blow to the 
PPP. 

Sources close to the Pakistan Musli 
League, led by Pir Pagaro, a friend of Zi 
say that several PPP stalwarts have estap- 
lished contact with the pir as a prelude to 
joining his party. The sources say these 
leaders feel that after the departure of the 
last member of Bhutto's immediate family 
from Pakistan, the party's appeal has be- 
come limited. *They can't present Benazir 
as the martyr prime minister's daughter 
any longer,” said one observer. “The PPP 
has lost the advantage of the Bhutto fami- 
ly's charisma and is now at par with other 
parties. Some of its leaders," the observer 
said, “think that when they don't have the 
advantage of the Bhutto name, why con- 
tinue to belong to a party the military is 
determined to exclude from the politics of 
the country?" 

Critics of the regime say that its at- 
tempts to exclude the Bhutto family and 
the PPP from the country's politics will 
further erode its credibility. Whatever the 
government's objections to the party, they 
say, it has no right to limit the political 
process to its chosen groups and individu- 
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moment (EC Energy-Control)? 
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@ AMONG the Cambodians dedicated 
to overthrowing the Heng Samrin govern- 
ment in Phnom Penh and freeing their 
country from Vietnamese occupation 
there is no doubt that the murderous 
Khmer Rouge command the most bat- 
talions: Prince Norodom Sihanouk has 
virtually no army, his strength being 
more his political appeal as one of the 
few men who could reunite Cambo- 
dians, while the army of Son Sann’s 
Khmer People’s National Liberation 
Front (KPNLF), though growing in 
strength, has not the sting of the Khmer 
Rouge (REVIEW, 19 Jan.). Indeed, it has 
been suggested that, as much as to fight 
the Vietnamese, its purpose is to keep 
hope alive among the people, providing 
an assurance that when the Vietnamese 
leave they will not be faced with an in- 
evitable return to power of the Khmer 
D ouge. 

It is possibly with such aspirations in 

„tind that the KPNLF has created an 
elite commando unit called, incredibly 
enough, the Red Berets. An article on 
this unit in a recent KPNLF bulletin 
sounds as if it was written by a script- 
writer for a John Wayne movie: *Some- 
where in Cambodia's malaria-infested 
jungle last November 1983, some 800 
proud men stood to attention . . ." But 
the slogans of the Cambodian Red Be- 
rets hardly strike a heroic note; the prin- 
ciple which, according to the article, has 
been "injected" into their ranks is: 
"Must be careful like a virgin, but quick 
like a rabbit." Another principle is: 
“Must use the forest as hide-outs and ab- 
solutely prohibited from walking on 
roads." Even Sann's own exhortation to 
the troops strikes a cautious note: *De- 
fend your honour but save the army." 
e THE secretary-mistress of Cecil Par- 
kinson, architect of the British Conser- 
vative Party's victory at last June's gen- 
"ral election, has duly given birth to a 
daughter and, it is reported, has received 
a handsome settlement. Meanwhile, 
British Defence Minister Michael Hes- 
eltine is one of the main targets for the 
groups demonstrating against the instal- 
lation of cruise missiles in Britain. A 
placard carried by one of the protesters 
summed up the two issues neatly: 
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Paterson, who reports that the demon- 
stration was rather a comic affair, de- 
spite the gravity of the issues. Among 
the many different breeds of pressure 
groups that participated were several 
whose motives were dubious, to say the 
least. One such group — “Eighteenth 
Century Fops Against the Bomb" — 
minced their way in and out of the throng 
in full period regalia. Needless to say, this 
did not go down well with either *Gay 
CND” or the large contingent of “Les- 
bians for Peace" who were also present. 
On a more serious note, Paterson 
adds, the march only served to underline 
how much Britain is now split into a vast 
array of individualistic and egocentric in- 
terest groups which can come together as 
very uncomfortable bedfellows only if 
they are able to fudge the issues suffi- 
ciently: unilateralists, multilateralists, 
anti-Natoists, pro-Natoists, pacifists, 
Enoch Powellites, communists, Catho- 
lics and anarchists all marched together 
— and for what? 
e I HAVE in the past vented a couple of 
fanciful proposals to solve the problem 
of the future of Hongkong (making it the 
site of the United Nations headquarters 
or buying an Australian cattle station 
and shifting the entire population there, 
lock, stock and barrel). But a reader in 
Malaysia, Colin Williams, has come up 
with a third suggestion, in the form of a 
letter to British Prime Minister Margaret 
Thatcher, which is not only fanciful but 
fantastic: 


¢Dear Mrs Thatcher, 

I would like to put forward the following 
proposal which, I think, would not only 
solve one or two problems faced by your 
Government, but also go some way to help 
resolve certain difficulties faced by coun- 
tries in North and South America. 

Step one is to offer to the Hongkong 
Chinese a 99-year lease of the Falkland Is- 
lands. 

Step two is the only difficult and possibly 
expensive part of the programme as it in- 
volves moving 5 million Hongkong 
Chinese across the Pacific and providing 
minimal housing for them on the Falk- 
lands. However the surge in business which 
this would bring to British shipyards and 
building contractors would be sufficient to 
guarantee economic recovery in the United 
Kingdom, thus enabling your government 
to sell off at a profit the shipyards, docks, 
airlines and other burdens which currently 
hang around its neck. 

I say “minimal housing" for reasons 
which will shortly appear. 

Once the 5 million Chinese are moved to 
the Falklands, your government should 
then remove all defence forces (some pub- 
lic declaration of this should be arranged — 
perhaps a few questions in Parliament with 
evasive answers). 

Argentina would then very soon take 
over the Falkland Islands and Hongkong 
Chinese would then very soon take over 
the Argentine economy. 

Argentina would quickly be in a position 
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to pay off its US$90 billion international 
debt and go on to become a major financial 
miracle of the modern high-technology 
civilisation, to such an extent that other 
South American states would apply to join, 
thus ridding themselves of their debt prob- 
lems vy becoming members of the United 
States of South America which would 
probably extend as far north as Mexico. 

Given the current propensity of the 
North Americans (the United States and 
Canada) to indulge in massive We 
ing (particularly on open-ended social wel- 
fare) the time will not be too long before 
these states too will realise that the fiscal 
sanguinity of the Hongkong Chinese is the 
road to salvation. It would then be a 
foregone conclusion that these states too 
would join an *American Economic Com- 
munity" which could not help but con- 
solidate in due course into a federal 
state. 

The Soviet Union, faced with China on 
the one side, a Chinese-dominated econ- 
omy in the Americas and strong Chinese 
influence in other important areas, could 
not help but withdraw from its present bel- 
ligerent attitude towards the world and 
turn its attention inwards, to the benefit of 
the Russian people. 

Please, Mrs Thatcher, the prospects are 
unlimited, but you must make the first 
move! — Yours, etc? 


e THE Indian Government squeezes 
revenue from the country's banks, insur- 
ance companies and employee benefit 
funds by requiring them to make invest- 
ments in very low-yield gilt-edged sec- 
urities. A recent advertisement in Bom- 
bay's Times of India, spotted by S. G. 
Venkatramawi, indicates that at least 
one [ndian investment company feels 
slightly ashamed: 


GUILT-EDGED 
SECURITIES 


Wanted a Génerai Manager to head 


our Guilt-edged Securities Department 
(Sale-purchasa). Handsome 
remuneration with commission on 
turnover. Persons having practical 
experience should apply with their 
bio-data to the Chairman, 


@ A SINGAPORE reader sends me a 
photograph of a somewhat strongly 
worded notice on the wall of the Interna- 
tional Plaza car park in Singapore, and of 
a car which looks as if it had ignored the 
warning: 
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Aftermath of the Rangoon blast; Pyongyangites greet Chinese delegation last year: the reality and the image do not match. 





Kim keeps his people loyal with bread as well as circuses 


The man behind the myth 


By Mike Tharp 

Tokyo: Among many governments, 
North Korea has long been considered 
something of a bad joke. And though the 
full-page advertisements in Western 
newspapers extolling the superhuman vir- 
tues of President Kim Il Sung, so often 
parodied, are now largely a thing of the 
past owing to Pyongyang’s acute shortage 
of hard currency, drug trafficking by 
North Korean diplomats and terrorist 
operations undertaken by North Korean 
commandos have made this small North 
Asian country an object of acute suspicion 
in much of the world. 

Were it not for North Korea’s extraor- 
dinarily crucial position in the geopolitical 
strategies of the world’s four most impor- 
tant nations, the small Marxist state could 
be dismissed in the same breath as the Al- 
banias, Chads and Yemens of this world. 
However, the Korean peninsula repre- 
sents the most volatile flashpoint for a 
local war that, once started, could ulti- 
mately involve the nuclear weapons of the 
superpowers. 

The United States, the Soviet Union, 
China and Japan all have vested interests 
in preventing such a flareup and each has 
some leverage — military, diplomatic or 
economic — on: North or South Korea. 
Noné has contra; though, and the Korean 
cultural trait. of fesolving conflict with 
force keeps the’ patrons of both Koreas on 
either side of th dgmilitarised zone justi- 
fiably jumpy. ^ 

It is notexaggeration to say that for the 
past 10 years, one of the chief concerns of 
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the North Korean Government has been 
to sustain the image of Kim at home. The 
71-year-old president has ruled unchal- 
lenged since he staged a counter-coup in 
1958 against a disgruntled army general. 
Since then the former anti-Japanese 
guerilla fighter, who took his name from a 
legendary figure of the Korean indepen- 
dence struggle in Manchuria his real 
name is Kim Song Ju — has virtually 
deified himself. 

This has been done with the aid of 
modern propaganda techniques, histori- 
cal xenophobia and a dictatorship free to 
insinuate itself at every level of society, 
from state-run nurseries and continuing to 
old people’s homes. Another factor in its 
success has been the fact that North Korea 
is practically sealed off from the rest of the 
world. 

One extreme view of North Korea was 
expressed by Lee Dong Jun, who wrote 
for the Soviet newspaper Pravda in Pyong- 
yang in the late 1950s before switching al- 
legiance and winding up as a journalist in 
Seoul. He wrote: “There is no communist 
country in the world where human beings 
are deprived of every basic freedom and 
driven like animals . . . for the power and 
luxury of a handful of communist rulers as 
they are in communist North Korea under 
the Kim Il Sung puppet dictatorship.” 

But this view ignores one of the facts 
which often is overlooked when Kim is 
being assessed — the fact that the ordinary 
North Korean citizen has seen his stand- 
ard of living climb far beyond that of 





people in many other developing coun- 
tries. The provision of essentials — food, 
clothing and housing — is at least as good 
in the North as in the South. Only in lux- 
ury consumer goods does North Korea lag 
appreciably behind its southern com- 
petitor. 

The full bellies and warm backs o! 
North Koreans go a long way toward: 
explaining why the people have acceptec 
the policies of the Korean Workers' P 
(KWP), Kim's most important admi 
trative arm. Relatively comfortable living 
standards also suggest why North Korean: 
up to now have been willing, if not eager 
to swallow their government's mass-edu 
cation efforts to promote Kim's son, Kin 
Jong ll, as his successor. 


A well as providing continuity, keepin; 
the leadership in the family wouk 
serve another purpose. It would discour 
age any other pretenders to the socialis 
“throne,” freeing both Kims to devot 
their energies to staying in power by im 
proving the lot of their countrymen. 

The succession of 42-year-old Kim Jon; 
Il “is 60-70% settled," asserts Kiyosh 
Takase, a professor at Takahash 
Economic University near Tokyo. "Kin 
Jong Il is now handling politics in Nort! 
Korea," he added. North Korean source 
in Japan, including members of Chose 
Soren, the pro-Pyongyang General As 
sociation of Korean Residents in Japan 
claim there is no problem with th 
younger Kim's grooming process. 
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“Pyongyang has learned a lesson from 
Lenin, Stalin and Mao,” explained one 
North Korean source. “After the death of 
the founding leader of those parties, a 
period of confusion ensued. The major 
concern of North Korea’s old guard is con- 
tinuity — to have no change after the 
death of Kim Il Sung. The emergence of 
Kim Jong ll fits this scenario.” 

This rationale contrasts starkly with the 
conventional wisdom prevalent in Pyong- 
yang during the 1979 international table 
tennis championships held there. Then, 
North Korean guides and briefers unani- 
mously refused even to acknowledge to 
visiting foreigners.the possibility that Kim 
Il Sung would die. Their sophistry re- 
mained unswayed despite the visitors’ 
often-cynical questions about the need for 
à successor. 

During the 1980s the grooming process 
has accelerated. At the sixth party con- 

ess in 1980, the younger Kim was offi- 
«dlly anointed successor. He has been ap- 
pointed a member of the politburo of the 
central committee of the KWP and is also 
secretary of the central committee and a 
member of the secretariat and the military 
commission of the party. Apart from his 
father, no one in the party or the adminis- 
tration holds so many titles. The KWP 
posts are especially important, since the 
party is all-powerful in North Korea and 
oversees all activities of the state. 

Party scribes have sought to portray 
Kim Jong Il as a man with his finger in all 
policy pies. Among other things, he is said 
to have proposed the new "speed of the 
'80s" economic blueprint that features the 
"three revolutions of the red flag — 
ideological, cultural and technological." 
This programme is the successor to the 
Chollima or Flying Horse movement in- 
itiated by Kim Il Sung. Patterned along 
the lines of China's Great Leap Forward 

in the late 1950s and early 1960s, the Chol- 
B. plan was intended to propel North 

orea into the first ranks of developing 
countries. All this was to be done accord- 
ing to the juche, or self-reliance, system. 
Kim Jong Il's economic brainchild is sup- 
posed to make North Korea an advanced 
industrial nation by the close of the de- 
cade. 

Regrettably, one of the essential ele- 
ments of Kim Jong II’s succession has 
damaged the North's economic progress. 
According to experts in Tokyo, a lot of 
money has been spent lionising the 
younger Kim at home and abroad. 
Bridges, shrines, memorials and other 
edifices have been built in his. honour, 
draining resources from more productive 
projects. 

In addition, the word of either Kim is 
law in the North, which has sometimes 
slowed economic growth. One example: 
North Korean fishermen wanted to collect 
clamshells from a 300,000-ha. coastal area 
of North Korea and ship them to Japan in 
return for several million yen. However, 
Kim Il Sung decided that landfill would be 
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Kim Jong Il guides Chinese delegates round plastics factory: 
a finger in many pies. 





a more appropriate use of the shells, so 
they stayed in North Korea. 

Although vehemently denied by North 
Korean sources in Tokyo, reports persist 
that there is domestic resistance to the 
younger Kim's succession. Takase says 
the North Korean military — particularly 
the grizzled old guard that fought the Ja- 


panese with Kim Il Sung in the hills of | 


Manchuria — originally opposed Kim 
Jong Il’s succession. However, the Great 
Leader last year began promoting 


younger soldiers to senior positions in the 
army, phasing out the veterans. One 
senior officer, Go Shin U, is said to be a 
powerful force in the army and favourably 
disposed to Kim Jong Il. 


M? in the past two or three | 


years, the number of KWP members 


has also been raised to about 3 million from | 


2 million in 1970. Many of the additions are 
young members who support Kim Jong Il. 
But this method of gaining numerical sup- 
port may have drawbacks. *Succession in 
North Korea may not be easy," said 
Robert Scalapino, a professor at the Uni- 
versity of California at Berkeley and well- 
known commentator on the North. 

"Kim Jong Il's advent to power will 
mean the skipping of not one but two gen- 
erations. He is now surrounding himself 
with military and civilian cadres his own 


age, but one could envisage--a-serious — 


problem, namely, a factional question.” 
Japanese Government officials who 
monitor developments on the Korean 
peninsula also express doubts that the suc- 
cession is immutable. “In this political ad- 
ministration, power. is not stable," said 
one expert. He cited, for instance, Prime 
Minister Li Jong Ok, whose position in the 
KWP has diminished of late, though he re- 
tains the premier’s post. Other veteran 
technocrats, such as Chae Jae U, chair- 
man of the Machine Industry Commis- 


sion, have also been de- 
moted in the party ranks. 
Ho Dam, long-time foreign 
minister, was replaced 
after the Rangoon bomb- 
ing by Kim Young Nam, a 
senior party member also 
well-versed in foreign af- 
fairs and highly trusted by 
Kim Il Sung. 

Observers attribute 
these changes to att&mpts 
by the party hierarchy to 
shift blame away from 
Kim Jong Il both for 
Rangoon and for the 
serious economic prob- 
lems blighting recent 
growth: Many people, 
especially on the produc- 
tion side, are dissatisfied 
with Kim Jong Il, and that 
is why productivity has 
decreased over the past 
two years, according to 
Japanese trade sources. 

Proponents of the younger Kim’s 
leadership contend that the choice is a 
highly pragmatic one. If the elder Kim 
were to recommend his son as successor 
purely on family grounds, they reason, 
Kim Il Sung would lose his credibility as a 
communist leader worldwide. Further, if 
the North Korean people accepted Kim 
Jong Il solely as his father's son, there 
would be confusion and instability. But 
there is no realistic alternative to Kim 
Jong Il waiting to don the Great Leader's 
mantle. 

Tokuma Utsnomiya, an independent 
member of Japan's upper house of parlia- 
ment who has visited North Korea five 
times, says Kim Il Sung has tried to teach 
his son the rudiments of governing. “I dis- 
covered many younger members [of the 
K WP] who support Kim Jong Il," he said 
of his last trip to Pyongyang in 1981. “But 
it takes time to install modern bureaucra- 
tic machinery." 

Analysts seem evenly divided on the 
prospects and timing of the succession. 
Some suggest that if Kim Il Sung dies in 
the near future, the succession process 
may flounder. But if the 71-year-old 
leader lives for some time, his son's dppo- 
nents will be purged. | 

Regardless of opposition, in a country 
where the entire culture has been M eis 
formed into a personality cult for one 
man, the succession issue remains the 
North's top priority. That policy affects all 
other spheres of national activity, and the 
serious economic, diplomatic and other 
problems facing the North will not be 
dealt with eaningfully until the 
paramount issue \s settled. In one of the 
many ironies of history, the Great Leader 
may have become a prisoner of his own 
megalomania. One Japanese expert said: 
"Kim Il Sung cannot change the succes- 
sion of Kim Jong Il — no matter what 
problems it might mean." Oo 
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Trying to keep pace with 
a showcase state 


By Hikaru Kerns 
Tokyo: Will the next generation of North 


Korean leaders — whether or not led by 


Kim Jong Il, President Kim Il Sung's son 
— be tempted to reform their country's 
economy in the way China has been trying 
to do? Although North Korea leans to- 
wards China at the expense of the Soviet 
Union, there is little indication so far that 
it is learning much from Peking about the 
benefits of closer economic links with non- 
socialist countries, or adjusting its econ- 
omy and political values accordingly. 

But it is thought by some Japanese 
analysts that the North Korean economy 
has been sluggish since 1982, and this may 
not be simply a case of cyclical recession. 
North Korea may be reaching a structural 
impasse in its industrial development. 

North Korea probably outpaced the 
South in the race to develop their 
economies to a level exemplified by iron 
and steel, cement, truck and hydroelectric 
plants. Pyongyang has been able to pro- 
vide basic manufactured goods to its 
population, but its economic achieve- 
ments are better measured by the quantity 
of goods provided than by their quality or 
variety. And Pyongyang has relied mostly 
on a policy of squeezing more work out of 
its labour force to boost production in- 
stead of increasing productivity through 
upgrading plant and equipment. 

To accelerate economic development, 
as the South Koreans are now doing, 
North Korea may have to become a more 
active member of the international com- 
munity, a move which would give it access 
to the technical expertise and financial re- 
sources necessary to realise its economic 
ambitions. Otherwise Pyongyang risks 
falling hopelessly behind Seoul, which for 
years has been benefiting from its 
economic and diplomatic links abroad. 

The North Korean economy's present 
sluggishness is implied by Pyongyang's 
failure to announce the expected achieve- 
ment of the goals set for the seven-year 
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plan covering 1978-84. Although the goals 
of previous economic plans may not have 
been fully realised, the North Koreans 
have usually gone ahead with ceremonial 
announcements of their success. There 
also have been unusually strong exhorta- 
tions from the government recently for 
hard and devoted labour, indicating possi- 
ble worker morale problems. 

An alternative explanation is that if 
worker morale is weak, it may be the re- 
sult of a let-down following the North's re- 
portedly successful push to increase pro- 
duction in 1982. Pyongyang claimed its in- 
dustrial production grew 16.8% in 1982, 
but it gave no figures for 1981. It did not 
break down the 1982 growth into sectors. 

Japanese experts say North Korea cut 
down on big-item purchases from Japan 
last year and is having trouble acquiring 
the skills necessary to maintain and repair 
the sophisticated Japanese equipment it 
already has in operation. North Korea 
also is facing continuing difficulties paying 
its foreign debts and greater constraints on 
its economy resulting from its lost credit 
rating. Pyongyang owed about US$2 bil- 
lion worldwide in 1976. 

Since then it has been difficult to con- 
firm how much Pyongyang owes, but the 
country is, in effect, in default. In De- 
cember 1982, Pyongyang had to ask 
Japan, one of the few countries to which it 
ever paid interest on its debts, to re- 
schedule payments. It is thought Pyong- 
yang paid only about 2076 of the interest 
due on its foreign loans in 1982. 

Moving upscale in economic activity, 
beyond the North's basic industry brings 
with it a host of new requirements. It is not 
enough simply to repeat the same policies 
from a relatively stable blueprint. The 
North's advantages of favourable mineral 
and hydroelectric resources, which partly 
account for its initial development lead 
over the South, will decline in importance 
as the world moves further into an era of 
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multi-faceted high technology. And North 
Korea is less able to rely on the Soviet 
Union than before, mainly because of 
Pyongyang's improved ties with Peking. 

Both North and South Korea achieve« 
great deal economically following the K 
rean War, and though economic compari- 
sons are hard to draw because of the lack 
of reliable data from the North, some esti- 
mates suggest that the North had a higher 
per capita output than the South until at 
least the mid-1970s. The South Koreans 
dispute this, but some Japanese and even 
United States intelligence reports credit 
the North with rapid economic develop- 
ment in most sectors of the manufacturing 
industries. 

North Korea claimed a per capita gross 
national product of US$1,920 in 1979, but 
others claim the figure was as low as 
US$810 in 1982, or about half that of 
South Korea's US$1,671. The World 
Bank says figures on North Korea's GNP 
are unavailable. 


J apanese figures show North Korea had 
non-military exports of US$1.02 billion 
and imports of US$1.78 billion in 1982. 
About US$1.35 billion of this was tra 
with socialist countries. Its main expo 
items have been non-ferrous metals, such 
as lead, zinc and gold, vegetables and 
fishery products. Some of the North's 
manufactured goods undoubtedly go to 
the Soviet Union and China, but it ex- 
ported only about US$6 million worth of 
such goods — mostly steel — to non- 
socialist countries in 1982. 

Arms sales abroad have become a use- 
ful foreign-policy tool and, to an increas- 
ing extent in recent years, an earner of 
much needed foreign exchange. Zim- 
babwe has bought US$16.5 million worth 
of arms from the North, and Iran also has 
become ‘a major customer of the North, 
purchasing an estimated US$800 million 
worth of arms, or 40% of its total pur- 
chases, according to various reports. 

In heavy industry, North Korea pro- 
duces its own ships, locomotives, power 
presses and bulldozers. Its light industry 
produces such consumer items as radios, 
wristwatches and washing machines. The 
country claims to have the highest per 
capita production of rice in the world and 
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outside observers say the North’s agricul- 
tural sector, which makes up about 25% of 
GNP, is efficient — relying heavily on 
chemical fertilisers. 

The two economies had notable 
similarities despite their different ideolog- 
ical foundations: both initially relied heav- 
ily on outside aid; both governments at 
one stage mobilised their countries to 
build heavy industry; South Korea, like 
the North, maintained a highly regulated 
and tightly directed economy until very re- 
cently, establishing many obstacles to 
foreign entry, and both countries spent 
heavily on their armed forces. And if the 
North's economy was in any way hobbled 
by a narrow-minded, Orwellian bureau- 
cracy, the South's has been sapped by 
wide-spread corruption. 

The pivotal difference between the two 
Koreas in the 1980s is that the South has 
been adjusting its economy to accommo- 
date the newer categories of production of 
goods and services that stem from high 
technology and a more open economy. In 

oing so it is deregulating and inter- 

ationalising its economy, trying to fight 
corruption and aiming to make its econ- 
omy a showcase for visitors to the 1988 
Olympics, to be held in Seoul. 

By contrast, in the North it is reported 
that economic organisations are coming 
under tighter control of party cadres — 
‘with technocrats losing sway — perhaps in 
anticipation of a possible succession strug- 
gle when 71-year-old Kim fades from the 
scene. 

If the leaders who follow Kim are forced 
to re-examine economic policy, the pre- 
sent regime's cardinal theoretical princi- 
ple of juche, or self-reliance, is probably 
broad enough to allow for a more open, 
international approach to development — 
an approach similar, perhaps, to China's. 
The North's diplomatic and economic ties 
with China have certainly exposed Pyong- 
yang to China's reformist ideas. The 
word juche can also mean creativity or re- 
making and these meanings could be em- 
hasised if Pyongyang were to decide to 
ollow China's lead. The premise for such 
a policy shift is that future North Korean 
leaders will be more committed to the na- 
tional interest than to ideological purity 
and the glorification of one man. 

Another obstacle to North Korean 
development is the North's determination 
to absorb the South by force or subter- 
fuge. However, one may speculate that 
the Soviet Union and China have con- 
sidered the advantages of keeping Korea 
divided in peaceful co-existence. A united 
communist Korea, truly self-reliant and 
not subservient to its neighbours, could 
become an unpredictable headache or 
even an enemy — like Vietnam is to 
China, or Yugoslavia and China are to the 
Soviet Union. A united Korea would have 
a population of about 60 million people. 

In any event, the progress South Korea 
is likely to make in the 1980s, thanks to a 
more complex economic base, may inspire 
North Korean leaders to adopt an attitude 
of realism towards the economy; and this 
could tend also to moderate their political 
views. 
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in a paradoxical ‘paradise’ 


By Lee Man Woo 


fficial visitors to the Democratic Peo- 

ple’s Republic of Korea are greeted by 
smiling officials and little girls holding 
bouquets of flowers in their hands at the 
tiny airport outside Pyongyang. The warm 
and gentle welcome clashes with the out- 
side image of North Korea as a harsh, 
brutal country given to periodic outbursts 
of unpredictable wrath and violence. 

The hosts in Pyongyang — professors, 
journalists or government officials — of 
the few whose applications to visit are ac- 
cepted all hammer home the single theme 
of what a lovely and happy land this home 
of 19 million is. The orderly city of Pyong- 
yang, the capital, they claim is like a 
paradise: the new underground railway is 
the best in the world; there are no beggars, 
no drifters, no parasites, no serious crime, 
no nightclubs, no bars and no porno- 
graphic movies. Indeed, it seems to be a na- 
tion of true believers, and only after a 
while does one realise that the North is an 
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Housing in Pyongyang: not the best, but good enough. 





extremely paranoid nation, fearful for its 
survival. Nowhere is one completely free 
from the watchful eyes of a ubiquitous 
guide, and the visitor is only shown care- 
fully selected sights. 

The key impression which emerges is 
one of paradox in which pride and 
paranoia are mixed — pride exhibits itself 
over national liberation and is reinforced 
by the people's personal identification 
with President Kim Il Sung, the Great 
Leader and Father of 60 million people of 
South as well as North Korea, as official 
propaganda ceaselessly expounds. At the 
same time, the people are insular to an ex- 
treme degree, betraying a profound ignor- 
ance of what goes on in the outside world. 

The magnitude and depth of mass man- 
ipulation of mind can only help explain 
this Orwellian world of the North. The ab- 
solute political-social conformity is so in- 


Lee Man Woo is professor of political science at Mil- 
lersville University of Pennsylvania and co-founder of 
the Journal of Developing Areas. His studies include 
China after Mao, Chinese Affairs (1978) and The 
Prospects for Normalisation of Relations between 
Moscow and Seoul and Korea and World Affairs 
(1980). 


tensely and efficiently imposed that it 
often blurs what the leadership wants and 
what the masses actually desire. It brings 
to mind what André Gide once said about 
a regimented society and its mentality: “If 
the mind is obliged to obey the word of 
command, it can at any rate feel that it is 
not free. But if it has been so manipplated 
beforehand that it obeys without even 
waiting for the word of command, it loses 
even the consciousness of enslavement." 

All North Koreans who meet foreigners 
assert that they live in a free society — free 
because there are no foreign predators. 
Freedom is measured in terms of national 
independence, a collective national task, 
social benefits and freedom from anti-so- 
cial behaviour. They talk eagerly about 
their achievements — juche (self-re- 
liance) agriculture, juche education, 
juche industry, juche foreign policy. 
“Now, we have nothing to envy,” said one 
official, looking at the past. with disdain. 
The quotation is 
from Kim Jong Al, 
the son of President 
Kim. 

A foreign visitor 
is given a tour of 
several. showplaces 
such as Changgang- 
won, which boasts 
of a modern beauty 
parlour that has 
Western hair-spray, 
a bathing room, a 
sauna jand other 
facilities. He is 
taken to the “Child- 
ren's Palace" where 
children: are called 
"the kings of the country" and are given 
all kinds of classes from ballet, music, 
embroidery, painting, and sculpture to 
gymnastics. Here, gifted children. are 
trained to "carry on the revolutionary 
tasks set by the Great Leader." 

Another major attraction is a maternity 
hospital known as Sanwon. This writer's 
guide, a female doctor, said that it was 
"the best in the world," equipped with 
modern facilities imported from Western 
Europe. And such hyperbole is reflected 
in the official media. While in Pyongyang, 
one of my hosts asked me what I thought 
about his city. “It is a beautiful and clean 
city," I replied. A few days later, the 
Nodong Sinmun (Workers' Daily) said: 
“Prof. Lee Man Woo said that Pyongyang 
is the most beautiful city in the whole 
world and that he has never seen such a 
beautiful city in his life." Of course, I did 
not find out about this article until I left 
Pyongyang. 

None of the several dozen North Ko- 
reans I talked to showed the slightest 
curiosity about me, at least not onthe sur- 
face. They ventured very few questions 
about the outside world. It was as if they 
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: The difficu ty of f buildings socialism 
hina and the Soviet Union is due to the 
sence of such a leader. Kim will even- 
'be replaced by another great leader, 
m Jong Il, who has received the best 
ining from the greatest leader on earth. 
was a great man, but the Soviet 
uon suffered a aed setback because of 
ontemptible men". such as Nikita 
ryshchev. 

im’s paradise is the “only nationin the 
rid where one does not need much 
ey to live. You get up in the morning 
vou do not have to worry about food, 
cational ness for children, medi- 
costs. 

outh Korea is a colony of the United 
s where landlords, compradores, or- 
, prostitutes, thieves, beggars and 
ist agents abound. Patriotic Koreans in 
South are Struggling to join their fel- 
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The deadly serious guessing game 
d by United States and South Ko- 
' military and intelligence analysts 
arding the military ambitions and 
ities.of North Korea has taken on 
significance in recent months as 
isions on the peninsula have increased. 

While it is possible to form a rough pic- 
ure of the North’ S military EA NP and 


‘Goalies, originates from US 
and intelligence sources. For 
gures published by the Interna- 
stitute of Strategic Studies in Lon- 
pd Sd from American in- 


haie poses ps US 
~ or even i domestic poli- 


réa is thie 1 most difficult Sunt in the 
j id to evaluate in an oa man- 










gether. Furtherm dre, the pi cult. 
of Kim H Sung seems to touch a den | 
chord among ordinary people — loyalty to - 


him, in a way, harks back to the Confucian 
tradition of a stern father-figure. Loyalty 
to him is inseparable from loyalty to his 
programme and ideas. Kim's success in 
the eyes of North Koreans obviously lies 
in his ability to project himself as a self- 
less, exemplary moral leader whose life 
has been entirely dedicated to their well- 
being. 

Kim's statecraft is interesting as it 
demonstrates an intensely personal style 
of governing. He is said to have visited lit- 
erally every province, county, city and vil- 
lage in North Korea. Every place that this 
writer visited, the guide explained: "This 
building is a gift from the Great Leader." 
Kim has shaken hands with countless 
numbers of his people. This role is now in- 
creasingly taken over by Kim Jong Il. And 
their self-proclaimed “on- -the-spot gul- 


e of perpetual alert 


nel in the capital are kept out of sight. 

In addition, the North's policy of plac- 
ing many of its military installations — 
particularly for its air force — under- 
ground has made monitoring by US recon- 
naissance aircraft difficult. The under- 


ground installations and an extensive net- | 


work of tunnels, which must have been 
costly to develop, are thought to have 
been partly inspired by the traumatic ex- 
perience of the Korean War, when US 
bombers devastated large areas north of 
the.38th Parallel. 

Finally, the analysts point to the dif- 
ficulties of predicting the movements of a 
military machine which seems to be in a 
state of perpetual alert. “It is not a case of 
waiting to see North Korean troops mas- 
sing along the border in offensive posi- 
tions," said one source. "They are already 
there and have been that way for the past 
decade or so." Reports by defectors to the 
South confirm. this: continual rigorous 
training and guard duty, as if in prepara- 
tion for imminent war, is a common com- 
plaint made about military life in the 
North. 

Despite the problems of evaluation, it is 
clear that Pyongyang is ready to strike at 
any moment and that the shroud of mys- 
tery which envelops the country could 
contribute to an element of surprise — as 


was to the North at the start of the Korean 
War in 1950. 
A cursory glance at a map of the Korean 


surprise-blitzkrieg tactics in any attack by 





vital an advantage of any future war as it. 


peninsula reveals the main advantage of 


the North. Seoul, the South's capital and 
| its economic and political heart with a 
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coercive power of the stat 
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subtle interventions and persuasions of 
these cadres. 





ut there are dangers in North K KO : 

hero worship. lt is the unwavering 
conviction of many North Koreans that 
without their Great Leader, their socialism 


would collapse and their nation would 


again be enslaved by foreign imperialists. 
What will happen to the North after Kim 
departs is an enigma. Unless Kim Jong H 
achieves his father's awesome status, a very 
serious succession struggle may develop. 
A nation held together by one man may 
be badly shaken if it cannot find a suitable 
replacement. No matter who takes over 
after Kim 1l Sung leaves the stage, some 
kind of revisionism seems. inevitable. 
Whether he be Kim Jong H or someone 
else, a new leader will have to distinguish... 
himself from his preueecssor That w 








population of nearly 10 million, is merely 
25 miles from the DMZ. North Korean 
troops captured the city within three days 
of their surprise attack in 1950, and Seoul 
is now within three minutes’ striking time 
of the North Korean air force. 

New developments in the North's mili- 
tary during the 1970s and 1980s indicate a 
desire to capitalise on the advantages of 
surprise. During the 1970s, North Korea 
established perhaps the world’s largest 
commando force — 100,000 crack troops 
trained to move swiftly through Korea's - 
difficult terrain and inflict the greatest pos- 
sible damage on the South through guerilla 
tactics. The North Kor soldiers recently 
convicted in Rangoon of setting off the 
bomb which killed 17 South Koreans were - 
from this elite group. 





he full-scale mechanisation of the arm- 
| ed forces is a continuing programme 
which has already substantially added to" 
the military's mobility, The North's arsen- 
al of tanks increased from 795 in 1973 to 
3,100 in late 1983. The number of ar- 
moured personnel carriers went from 200 . 
to 1,500 in the same period, while the 
number of self-propelled artillery pieces 
went from zero to 1,500. New equipment. 
in the. air.force and navy should further 
support.a strategy based on the rapid de- 
ployment..of forces into the South. The. 
North has purchased more than 250 AN2- 
light aircraft from the Soviet Union, and 
has designed and produced about 100 
high-speed landing craft. These could be 
used to move commando units into the 
South very picky if necessary. 
As much asp Vos sible. iia Korea’ S mili- i 
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e case in the | Soviet E 
and in China after Mao. | 

The way North Koreans regard them: 
selves as a just, honourable, courageous 
and independent people explains a great 
deal about their relations with the South 
and the US. Their rigid views and refusal 
to deal with the so-called “traitors and im- 
perialist lackeys” in the South stem from 
their excessive self-esteem as true Korean 
nationalists. 

The capture of the US spy ship Pueblo 
in 1968, the downing of a US EC121 spy 
plane in 1969, and the brutal axe-murder 
of two US servicemen near the Panmun- 
jom truce village in 1976 were all — even 
the last incident — proudly regarded as 
heroic acts against predatory foreigners. 

Confronted by three hostile powers — 
South Korea, Japan and the US on the one 
hand, and by two cantankerous allies, the 
Soviet Union and China, on the other — 
Pyongyang has clearly developed a siege 
mentality. It is not hard to understand, 
since North Korea faces a southern popu- 
lation twice its size — with a gross national 





| the presence of 301000 US rs Nm 
with a a nuclear capability. 





Thus the North's obsession with survi- 
val often manifests itself in militant slo- 
gans and warlike behaviour. The danger 
North Korea poses is not that its large 
army is poised to invade the South, but 
that it is a nation emotionally unfit for a 
reasonable dialogue. Its ceaseless appeal 
to Korean nationalism in the South has so 
far brought no tangible results. The South 
has not only become more anti-com- 
munist but also militarily and economi- 
cally stronger each year. 

These are the developments that re- 
peatedly grate on North Korea's ego. 
Such frustration was amply manifested re- 
cently in the attempt to assassinate South 
Korean President Chun Doo Hwan in 
Rangoon. The discrepancy between what 
the North thinks it is entitled to and what it 
has so far obtained is so great that collec- 
tive frustration can and does sometimes 
explode in a supercharged, irrational de- 
monstration against South Korea. 


"POTES 


Exterially, “North Kowai is es nervous 
about China’s flirtation with Washingto 
and, in particular, with Seoul. Pyongyang 
is uneasy about the looming strategic 
cooperation among Washington, Tokyo, 
Seoul and possibly Peking against Mos- 
cow that could threaten its position. If that 
were to happen, Kim Il Sung might indeed 
have to compromise his juche foreign po- 
licy and reluctantly return to the Soviet 
embrace. That would certainly not help 
preserve peace on the Korean peninsula. 
In considering the international politi- 
cal enigma that is North Korea, the over- 
riding question seems to be: how does the 
outside world deal with such a regime? 
Dismissing it as ignorant, lunatic, fanati- 
cal and so forth does not help anyone to 
chart a reasonable course. Perhaps there 
is more to be learned about its fears, aspi- 
rations and needs before anyone can at- 
tempt to deal with it. The US and South 
Korea could do better by paying less at- 
tention to Pyongyang’s shrill rhetoric and 
instead concentrate more seriously on its 
emotional state of mind. R] 








Propaganda shot of Pyongyang pilots: 
‘mastering the juche-oriented tactics. ' 






outh, which is heavily dependent on US 
material. 

But juche has drawbacks. Pyongyang's 
fiercely independent foreign policy has 
cost it the trust of its major supplier of ad- 
vanced weaponry, the Soviet Union. 

The Soviets have indicated their doubts 
about Pyongyang by holding back supplies 
of some advanced fighter aircraft. The 
North Korean air force flies 160 MiG21 
fighters, while other Soviet customers — 
notably Libya and Syria — have been sup- 
plied with more up to date MiG23s. 

The quality of North Korean-produced 
equipment is described by one observer as 
"fair" — an assessment based largely on 
its performance in countries such as Iran, 
to which Pyongyang exports arms. US and 
South Korean forces undoubtedly have 
the technological edge, though the Viet- 
nam experience has demonstrated that 
superior military hardware counts for lit- 
tle against a well-organised and dedicated 
guerilla force. 

.. In terms of total active-duty personnel, 





the North's 784,500 soldiers outnumber 
the combined South Korean and US 
force, which numbers 661,000 (622,000 
South Koreans and 39,000 Americans). 
And in almost every category apart from 
airpower, the North's armoury is superior 
to that of the South in numbers, if not in 
quality. However, time is not on the side 
of the North. 


he South's consistently higher eco- 

nomic growth rates have helped it 
achieve a gross national product in 1982 
about four times that of the North, and the 
South's economic edge is likely to become 
greater in the future. Given the enormous 
disparity between the two economies, the 
fact that only 6% of the South's GNP, 
compared with 24% in the North, is de- 
voted to military-related expenditure is 
not as alarming as it might appear at first 
glance. 

Time too, will take its toll on the rela- 
tive strength of the North's permanently 
tensed military muscle as the South re- 
sponds to Pyongyang's build-up, and the 
North's slower economic growth makes 
holding on to its military advantages more 
difficult. This scenario has prompted 
some observers to predict a desperate 
move by Pyongyang to make the most of 
what advantages it now has, before they 
slip away. 

However an attack from the North 
seems highly unlikely while US forces re- 
main in the South. While northern lead- 
ers reportedly scoff at the prowess of the 
South Korean military, they ‘have a 
genuine fear of fighting another war with 
the US. Pyongyang is highly conscious of 
the US command of the air and is increas- 
ingly vocal about the possibility of the US 
using nuclear weapons in any new war on 
the peninsula. 

This fear also may have played an im- 
portant role in restraining the older mili- 
tary leaders of Kim's generation from 
making rash moves. However, there is 
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room for some concern as many of these 
leaders have been replaced by a new gen- 
eration of officers whose chief knowledge 
of the war has come from glorified prop- 
agandistic accounts and whose experience 
in the outside world is minimal. Whether 
this new generation will be able to resist 
the temptation of starting a new war is an 
open question. 

If time is not on the side of the North in 
terms of maintaining its numerical 
superiority in many military areas, Pyong- 
yang appears to believe that if it waits long 
enough the Americans will leave and the 
South will once again become vulnerable 
to its ambitions. It may well have been 
with this end in mind that the offer of 
tripartite talks with Seoul and Washington 
was the first offer from the North to 
suggest two separate bilateral agree- 
ments: first, a settlement with the US 
which would lead to a full-scale American 
withdrawal from the South, and second, a 
non-aggression declaration with Seoul. 

Meanwhile, the North’s commando 
force, with its relatively recent origins 
and its young, dedicated soldiers, must 
be a centre of power and influence within 
the armed forces for the post-war genera- 
tion, and is likely to see action in coming 
years, as it has in the recent past. In 1968, 
commandos from the North got as far as 
the Blue House, the presidential resi- 
dence in Seoul, before they were stopped 
by South Korean security forces, and in 
1983 there were three attempted infiltra- 
tions into the South by commandos from 
the North. 

Much more likely than a blitzkrieg at- 
tack by the North across the DMZ is a 
protracted campaign of terrorist acts to 
achieve Pyongyang's political goal of dis- 
crediting and destabilising the South. The 
Asian Games scheduled for 1986 and the 
Olympic Games in 1988, both to be held in 
Seoul, are viewed here as major diploma- 
tic coups which could be turned into deba- 
cles by commandos from the North. — Ej 
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: North Korea's modern relations 





| fers pede clues to Pyong. 
„remarkably successful diplomatic 
cing act in North Asia for a genera- 


ate 1945 and 1946, some 10,000 
g North Korean men were sent to 
ia for Soviet military and technical 
. After three or four years they re- 
d to the North, eventually becoming 
irmy cadres. In 1947 another 100, 000 
is from both North Korea and the 
ean minority in Manchuria served in 
hinese army. 

viet. and. Chinese influence also 
ned the North's civilian sector even 
the Democratic People's Republic 
€ eu TEIA was founded in 





were returnees from the ‘Soviet 
who entered the North with the 
rmy, and returnees from China. 

Ti Sung ultimately triumphed over 
ers to become one of the longest- 
g rulers of the 20th century. Kim, 
f a former major in the Soviet Army 
once outranking his enemy in the 
, the late president Park Chung 
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and t è North Koreans. are “as close 
en oiher as is are to teeth," much 
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j Peking as allies ;* 


managed better than any other socialist 
government to maintain equidistance be- 
tween the two largest communist powers. 
Only during the de-Stalinisation period 
under the late Soviet premier Nikita 
Khrushchev did Pyongyang's official party 
line lean perceptibly towards China. 
Analysts suggest at least part of the 


North's aim was to defend the enshrine- | 


ment of Kim as a cult leader. Only when 
the de-Stalinisation process began to cast 
a shadow over Kim’s status did Pyongyang 
begin to criticise the Soviet Union indi- 
rectly and Khrushchev directly. Other- 
wise, Rodong Shinmun and other official 
organs of the Korean Workers’ Party have 
larded their commentaries on the Soviet 
Union and China with laudatory terms. 

Although the three nations attribute 
their close relations to the sacrifices of 
blood and treasure poured out over the 
years, other interests also play a role. Kim 
adopted a Henry Kissinger-style shuttle 
diplomacy when, during five days in July 
1961, he travelled first ta Moscow, then to 


By Shim Jae Hoon 
Seoul: North Korea’s top leaders are 
veteran revolutionaries toughened by 
years of anti-Japanese guerilla warfare in 
Manchuria in the 1930s. Having survived 
waves of bloody purges as well as the Ko- 
rean War, which ended in a ceasefire 
agreement in 1953, they are also fanati- 
cally dedicated to President Kim Il Sung's 
self-reliant nation-building concept called 
juche. Membership in the communist Ko- 
rean Workers’ Party (KWP) is about 
2096 of the North's estimated 19 million 
people. 

The party leadership is all from North 
Korea, as most of the leaders from South 
Korea, with whom Kim once shared 
power in the party's central committee 
and politburo, were eliminated shortly 
after the Korean War — Kim blamed an 
"erroneous party line as espoused by 
southern communist leaders” for the com- 
munist failure to reunify the country by 
force. ` 

The recent emergence of Kim Jong H, 
President Kim's son and heir-apparent, 
has led to some greening of the party, but 
its 32- member politburo — including can- 
didate members — is still dominated by 
the senior Kim's guerilla comrades who 
are in their 60s and early 70s. The follow- 
ing five leaders, most outside analysts 
agree, are responsible for the day-to-day 


Peking to sign mutual security treaties 
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the Soviet perdus pde China. "Much Vor it 
has resulted from the succession issu 
the eventual replacement of Kim as presi- 
dent by his son, Kim Jong Il. Pyongyang’ 
insists that the Soviet and Chinese com- 
munist parties endorse and welcome the 
younger Kim's succession, and Peking at 
least has paid lip-service to the notion. 
Pyongyang's propaganda mills, for 
example, released late last year a 150- 
minute film of Kim Jong Is June 1983 
visit to China. Although the movie was 
later edited to 50 minutes, it still shows the 
rather portly 42-year-old meeting China's 
top leaders, including elder statesman 
Deng Xiaoping; General Secretary Hu. 
Yaobang and Deng Yingchao, the widow ` 
of the late premier Zhou Enlai. The visit 
“will go down' as a new landmark in the _ 
history of Korean-C nina eaengsniD the 


announcer intoned.. 


rivately, however, Soviet and Chinese 
leaders are said to be hesitant about 
the formation of a family dynasty within a - 
communist state. The Chinese, for in- 


stance; used tocastigate Taiwan for letting 


Chiang. bii uds succeed his father, 2r: 


operation of government in the North: 


> Kim ll Sung, 71, is probably the most 
durable dictator alive i in the world: oday, - 


having effectively ruled the North since 
1945, after his return to Pvongyang from 
Manchuria as a major in the Soviet Army 

Kim's personality cult has been 
tended to his entire family, with North «Ww 
Korean historians claiming that his father 
led the 1919 independence movement 
against the Japanese — though the rebell- 
ion began in Seoul and Japanese police re- 
cords from the time do not mention him — 
and that his great-grandfather led the 
Pyongyang mob which burned and sank 
the United» States steamship Sherman 
when it called at Pyongyang port in 1866. 

Kim has complete control over the 
party as well as the government: not only 
is he general secretary of the central com- 
mittee and chairman of its military affairs 
commission, but he is also chief of the 
North Korean Armed Forces, a marshal 
and also a member ‘of the Supreme. 
People's Assembly or parliament. 

Kim's health remains robust, though a. 
large growth at the back of his neck hasled 
to outside speculation that he may be suf- 
fering from cancer. The president's un- 





swerving ambition is to reunify the entire 


peninsula under the banner of the KWP. 
> Kim Jong | n; 42, short, pudgy and 
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Chiang Kai-shek. However, both Moscow 
and Peking are now resigned to the 
younger Kim’s succession, as long as inter- 
nal stability is maintained in the North. 

Potentially more worrisome to both 
neighbours is the adventurism of the 
North, as seen in the Rangoon bombing. 
North Korea continues to deny any in- 
volvement, and its apologists in Tokyo 
have written lengthy rebuttals — criticis- 
ing Burma's action in severing diplomatic 
relations and attacking Rangoon's legal 
case against the North. 

But sources in Tokyo claim that China 
knew of Pyongyang's involvement in the 
incident and encouraged Burma to take 
the steps it did against the North. *China 
told Burma it would support its position 
[on the bombing],” said one expert on 
North Korea. A Japanese intelligence 
source suggests that "there is a possibility 
that China will take some action" with the 
United States or Japan to indicate its dis- 
pleasure about the bombing to Pyong- 
yang. "Officially, China supports every 
licy of North Korea," said the source, 
ut after Rangoon, Chinese leaders pri- 
vately criticised North Korea." 

North Korea-watchers in Tokyo say 
Pyongyang's relations with Moscow are 
based mainly on military and economic 
aid, while ties with Peking are grounded 
more on political and cultural interests. 
However, neither big power is now in 


pectacled, was catapulted to the KWP's 
third-highest rank at the sixth party con- 
gress in October 1980, becoming a full 
member of the central committee and its 
politburo, a party secretary and a member 
of the military affairs commission. Iden- 
tified by the code name “Party Centre” or 
“Dear Leader,” the younger Kim is said to 
be a passionate sponsor of various cultural 
projects in the North. Museums and 
cinema laboratories in Pyongyang proudly 
display plaques commemorating his visits. 
He first surfaced in the early 1970s, when 

e led the so-called Three Revolutions 
Brigades — units of shock troops which 
toured the country urging increased pro- 
duction and modernisation of industrial 
facilities. Under the tutelage of his father. 
he is believed to be responsible for about 
70% of domestic- and foreign-policy deci- 
sions. 

Said by southern intelligence officials to 
be ideologically hot-headed, he is credited 
by the South with instigating the 1976 axe- 
murder of two American guards near the 
Panmunjom truce village and also with the 
October 1983 bombing attack against 
South Korean President Chun Doo Hwan 
and his official party in Rangoon. A fer- 
vent upholder of the juche ideology, the 
younger Kim represents the post-Korean 
War generation, brought up on a diet of 
propaganda aimed at the United States 
and South Korea. So far there is no indica- 
tion of resistance to Kim's succession to 
the North's leadership — either from the 
party or from the military establishment. 
> Gen. Oh Jin Wu, 74, is one of President 
Kim’s oldest and closest comrades from 
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much of a positi on to provide substantial 
aid to North Korea. Soviet military coope- 
ration, for example, has lagged far behind 
that given to South Korea by the US. 
Seoul receives Flós and Phantom jets 
from Washington, but Pyongyang must be 
content with MiG21s from Moscow. in- 
stead of more advanced MiG23s or 
MiG25s. China has no advanced weapons 
to hand over to North Korea. 
Although-North Korea has successfully 
walked the Peking-Moscow tightrope for 
more than two decades, some observers 
believe the North is emotionally more 
sympathetic to China. Whatever reserva- 
tions they harboured about Kim Jong Il, 
the Chinese did invite him and went to un- 
usual ceremonial lengths to show their ap- 
proval of him. During the 1979 interna- 
tional table-tennis championships in 
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Pyongyang, the loudest applause from the 
North Korean crowd was saved, after its 
own team, for the Chinese. The Soviets 
received only polite applause. 

It is still not clear how much, if any, 





the guerilla-war years in Manchuria. As 
defence minister, Oh represents the 
party's orthodox line in the 700,000-strong 
regular armed forces. In recent years he 
has accompanied Kim Jong Il on most of 
his domestic tours, presumably under- 
scoring the military establishment's en- 
dorsement of his succession. A dour 
hardliner, Oh is responsible for North 
Korea's military aid to revolutionary 
movements in Africa and Latin America. 
> Li Jong Ok, 66, is premier of the state 
administration council. A schoolteacher 
turned economic technocrat, Li has held 
most of the North's important portfolios, 
including light industry and mining. Often 
travelling overseas to negotiate machinery 
imports and sometimes Western loans, Li 
is probably the only major figure-in the 
North who. is seen to project ration- 


ality. He has travelled in Southeast, Asia 
| 


leverage Moscow or Peking has over the 
tiny but crucially located North Korea. 
China was a strong proponent behind the 
scenes of Pyongyang's recent proposal for 
three-way talks on peaceful reunification 
of the Korean peninsula. Some analysts in 
Tokyo also suggest that one reason China 
invited Kim Jong Il was to increase its in- 
fluence, however tenuous, over North 
Korea. "China is the best country to 
suggest to North Korea that it should not 
invade South Korea," said one longtime 
North Korea-watcher. 

What is clear is that China and the 
Soviet Union continue to need friendly re- 
lations with the North, and vice Versa. 
About 60% of North Korea’s total trade is 
with its two big allies, as against about 
20% with Japan. The Soviets would like 
someday to use one of North Korea's 
ports, which are open year-round, in 
much the same way as they use Cam Ranh 
Bay in Vietnam. To its credit, however, 
the North has consistently refused to allow 
any foreign military presence whatsoever 
on its soil. 

For the foreseeable future, North 
Korea will remain a small but important 
fulcrum between Moscow and Peking. In 
one barren outcrop in the northeast, the 
borders of North Korea meet those of 
China and the Soviet Union. On most 
maps it is hard to tell where one nation 
ends and the others begin. R) 


on diplomatic missions. He has consis- 
tently held the fifth-ranked position in the 
politburo, and rumours of a recent demo- 
tion seem unfounded. 

> Pak Song Chol, 72, is vice-president of 
the republic. A graduate of Japan’s Jochi 
University and originally a member of the 
Japanese Communist Party, Pak is the 
only notable figure from the North who 
travelled to Seoul in 1972 to meet secretly 
with the late president Park Chung Hee. 
A robust figure despite his age, Pak was a 
member of Kim Il Sung’s guerilla group in 
Manchuria. He has travelled widely in Af- 
rica and the Middle East on diplomatic 
missions and he is the North’s foremost 
authority on South Korea and Japan. 

» Kim Yong Nam, about 59, is the 
North's new foreign minister and one of its 
many deputy premiers. Kim was educated 
at Moscow University during the Korean 
War and has remained the party's director 
for liaison with other communist parties 
around the world. Considered the party's 
expert on US and European affairs, his 
December 1983 appointment — replacing 
Ho Dam — followed the Rangoon bomb- 
ing. The appointment triggered rumours 
that Kim will now start a series of peace 
overtures aimed at the US and seeking to 
isolate the South. His chief job within the 
party is to coordinate the various Kim Il 
Sung study groups and North Korean 
Friendship Associations in countries 
which have no formal relations with 
Pyongyang. Having attended most 
socialist and communist party conventions 
in the East and West, Kim is a window to 
the world. 
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? ges proposal of three-way talks on a 
Korean peace agreement, with South 
Korea, as well as the United States in- 
volved, is the most concessionary major 
policy reversal to date by the government 
of North Korean President Kim Il Sung 
and his heir-apparent Kim Jong Il. 

The proposal, made in letters to the US 
Congress and US Government, was 
adopted at the 10 January joint session of 
the Democratic People’s Pepublic of 
Korea’s (DPRK) Supreme People’s As- 
sembly and Central People’s Committee. 
It conspicuously avoided the derogatory 
references to Seoul and Washington, such 
as “the American puppet regime” 
or “the trigger-happy, third-rate 
actor turned ringleader of US im- 
perialism.” Also missing in a letter 
addressed to Seoul was the famil- 
iar demand for an apology for the 
shooting of students during the 
Kwangju uprising in mid-1980 or 
for the restoration of demo- 
cracy and human rights in South 
Korea. 

The latest Pyongyang offering 
amounts to an unreserved accep- 
tance of the long-standing Ameri- 
can and South Korean call for a 
three-party meeting. The DPRK 
previously had rejected any full- 
scale South Korean participation 
— except as an observer — in 
bilateral talks it had proposed be- 
tween Pyongyang and Washing- 
ton. This, Pyongyang has main- 
tained, was partly because South 
Korea did not sign the Korean 
War truce accord and partly on the 
grounds that South Korea was “a colonial 
puppet regime of the US.” 

In its latest overtures, the government 
of Kim Il Sung and Kim Jong Il declared 


^ its readiness to discuss any good American 


and South Korean proposal in the pro- 
jected three-way conference. If the Ame- 
ricans and the South Koreans are really 
eager for dialogue and peace, they have 
every reason to make a serious response to 
the most conciliatory peace initiative ever 
made by the North Koreans, who hope to 
rid the Korean peninsula of the risk of a 
nuclear conflict — which Pyongyang be- 
lieves is increasing. 

The gravity of the situation, as de- 
monstratéd by the mounting danger of nu- 
clear war being triggered as a result of a 
*miscalculation," has compelled decision- 
makers in Pyongyang to reappraise 
thoroughly their policy stance towards the 
US and South Korea. Kim Il Sung and 
Kim Jong Il have come to the harsh con- 
clusion that they must and will engage the 
Americans and the South Koreans in a 
serious dialogue in order to avert the risk 
of unintended nuclear war, which would 
obviously leave the whole of the Korean 





, 


peninsula in ruins and explode into a 
global conflagration. 

In the context of growing tensions, 
Pyongyang's top leaders hold that overall 
peace and security considerations — 
specifically the survival of the Korean na- 
tion — must outweigh any animosity felt 
for US President Ronald Reagan and 
South Korean President Chun Doo 
Hwan. The leaders believe that the US 
plans to introduce intermediate-range nu- 
clear missiles — Pershing II and To- 
mahawk cruise missiles — and that this is a 
most alarming development, making the 
threat of nuclear war far greater than at 





The two Kims: a major concession. 


any time since the Korean War. For its 
part, the North Koreans have no plans to 
acquire or develop a nationwide antibal- 
listic-missile defence system or long-range 
nuclear missiles to counter the arrival in 
South Korea of Pershing II or Tomahawk 
nuclear missiles. A barrage of Pershing II 
missiles, unlike fighter sorties, would 
leave the DPRK Government little warn- 
ing time and would hurl Korea back into 
the stone age. This is the last thing Kim 
and his son want as they advocate their 
Korea-first policy. 

Another disquieting factor in the assess- 
ment of Pyongyang's policy planners is a 


SET TCU TL EET pert rem emm mpm ont 


Kim Myong Chol lives in Tokyo and is 
editor of the People's Korea, a weekly 
published in Tokyo in English and sev- 
eral other languages. It usually reflects 
Pyongyang’s view and is clearly sym- 
pathetic to it. Kim is not connected offi- 
cially to the North Korean Government 
but has visited the country several 
times. 








The two Kims' dream of peace 


striking similarity between the Tonkin 
Gulf incident of 1964 and the Rangoon 
bombing incident of October 1983. The 
Tonkin Gulf incident ultimately led to 
massive air raids by US bombers on North 
Vietnam, and the South Korean president 
has described the Rangoon case as “a vir- 
tual declaration of war" on Seoul. 

With the US-South Korean "Team 
Spirit" series of joint nuclear war games, 
this year scheduled for February, and with 
some 1,000 nuclear warheads believed by 
Pyongyang to be sited in South Korea, 
Reagan flew to Seoul late last year and de- 
clared the southern portion of the Korean 
peninsula as being “of vital impor- 
tance to the security of the United 
States." In comparing Korea wi 
Europe, where the America 
have stockpiled large numbers of 
nuclear weapons, Korea is a more 
likely nuclear battlefield than 
Europe, as the former US Army 
chief in South Korea said last 
January. 


he following may explain 

Pyongyang's assessment of the 
current situation on the penin- 
sula: 
» In Korea, the US can take a un- 
ilateral nuclear-war decision at 
any time whenever it is deemed 
necessary, but in Western Europe 
there must be prior consultation 
with US allies. 
» There exists widespread public 
opposition in Western Europe to 
American nuclear policy, while 
virtually no such anti-nuclear 
sentiments are found in South Korea. 
» The recent 35-nation Stockholm dis 
armament conference demonstrates th 
continuing Nato-Warsaw Pact dialogue in 
Europe, even though Soviet-American 
talks broke down. But in Korea, no talks 
are under way on arms control, conven- 
tional or nuclear. 
» Korea often finds itself teetering on the 
brink of war, as dramatised by the 1968 
Pueblo incident, the “poplar-tree” inci- 
dent in the demilitarised zone in 1976 and 
the Rangoon incident. In contrast, how- 
ever, Europe is relatively calm. 

Not only the fear of nuclear war, but 
also fear of the escalating arms race-moti- 
vates the latest call by Pyongyang for a 
tripartite meeting with the Americans and 
the South Koreans. This year is the last 
year of the North's second seven-year 
plan, and crash programmes have been 
launched to bring North Korea up to par 
with the advanced industrial countries by 
the end of the decade. Still fresh in many 
North Koreans' memories is the fact that 
the first seven-year plan, covering 1961- 
67, was extended for three years and com- 
pleted only in 1970 because of the diver- 
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sion of resources from economic projects 
to military needs in the face of increased 
military tension on the peninsula. 

Both Kims are determined not to per- 
mit this to happen again. A better con- 
sumer life is one of the North’s top policy 
objectives or, as Kim Il Sung put it: “Rice 
is socialism” and “a hungry man is an 
angry man.” After all, Kim Il Sung and 
Kim Jong Il hope to leave a legacy of av- 
erting nuclear holocaust in Korea, bring- 
ing a durable peace to the Land of the 
Morning Calm and thereby greatly con- 
tributing to the negotiated reunification of 
the divided country. 

In its proposed negotiations on a peace 
agreement, Pyongyang does not insist on 
attributing the cause of the Korean War to 
the US or on receiving reparations from 
Washington, as was required of Germany 
after both world wars. Nor does Pyon- 

1g call for the nullification of the US- 
th Korean defence treaty. As the 
words “peace agreement" suggest, the 
North Koreans plan finally to terminate 


‘Kim Il Sung and Kim Jong Il 
hope to leave a legacy of averting 
nuclear holocaust in Korea, 
bringing a durable peace to the 
Land of the Morning Calm and 
thereby greatly contributing to the 
negotiated reunification of the 
divided country.? 


the shaky truce, write off the Korean War 
and find a framework whereby American 
forces and nuclear weapons can be with- 
drawn in an honourable way. 

In talks with the South Koreans, Pyong- 
yang hopes to adopt a joint declaration of 
non-aggression and a reduction of armed 

ces in a bid to eliminate the slightest 

ment of miscalculation on either side. 

A successful three-way conference 
would also complete the normalisation 
process between Peking and Washington 
as there would no longer be a state of war 
over Korea between China and the US. 
The Soviet Union also would see every 
benefit in the restoration of security and 
peace on the Korean peninsula and the re- 
moval of American forces from South 
Korea. Tokyo, too, would find in Korea 
the disappearance of the long-feared 
"dagger aimed at the heart" of Japan. 

The conclusion of a peace agreement 
between Pyongyang and Washington and 
the adoption of a non-aggression declara- 
tion between North and South Korea 
would set the stage for a negotiated settle- 
ment of the reunification of Korea. For 
this, Pyongyang suggests a two-system 
confederation based on the principles of 
non-alignment and neutrality, and the 
protection of foreign economic interests in 
South Korea. Any South Korean proposal 
would readily be discussed. 

Why not share a Nobel Peace Prize? p 
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Jack Daniel Distillery Named a National Historic Place by the United States Government 


ONE SMALL DISTILLERY, ín Lynchburg, 


Tennessee, still has the time to make the 
world: S smoothest whiskey: Jack Daniel's. 

| Things are leísurely here. And 
we take time to do things right. 
We take special care to 
filter our whiskey i 
through ten solid feet 
of charcoal before it is 
ee barrelled to age. 

We avait soar tech Bones 1 he-Téason: to keep 
unchanged the smooth, smooth 
flavor that has won six awards of 
excellence in competitions 
throughout the world. When you 
first taste Jack Daniel’s, we predict 
a pleasurable moment. Followed 
by a goin. iun will last 


for life. 
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DEFENCE 


"The FG: the Thais want the best 


Diplomatic dog fight 


Thailand is aggressively seeking advanced US fighters, 
but Washington is reluctant to supply them 


By Rodney Tasker 

Bangkok: A Thai Government request to 
purchase a squadron of advanced F16A 
fighters from the United States in order to 
upgrade Thailand’s air-strike capacity has 
thrown Washington into a quandary. And 
if the deal does not go through, the tradi- 
tionally close US-Thai relationship could 
suffer. 

The controversial Thai request — and 
Washington’s apparent reluctance to ac- 
cede to it — has already triggered a rash of 
articles on the issue in the Thai press, put- 
ting the Americans in an embarrassing 
position. And in a statement to the press 
on 13 January, Thai supreme commander 
Gen. Arthit Kamlang-ek backed the gov- 
ernment's request for the fighters, adding 
tothe Americans' chagrin. 

The Thai position is this: after much 
consideration, the Royal Thai Air Force 
has decided it wants to buy a squadron of 
the sophisticated F16 multi-role fighters. 
They want 12 F16A single-pilot jets, four 
F16B two-pilot aircraft and an option to 
buy four more F16As at a later date. The 
aircraft cost about US$32 million each, 
which would put the initial bill at US$512 
million. High maintenance and spare- 
parts bills would follow. 

In presenting their case, formally de- 
livered to Washington on 27 December 
last year, the Thais pointed out that Pakis- 
tan, Venezuela, Egypt and Israel already 
have F16As and that Nato-member Tur- 
key also flies them. If Pakistan, a frontline 
state facing Afghanistan, can be granted 
40 of the aircraft, the Thais argue, why 
cannot frontline Thailand, facing 160,000- 
plus Vietnamese troops in Cambodia, 
have a similar defence capacity? The argu- 
ment is backed by Thai intelligence re- 
ports that the Vietnamese may be acquir- 


32 


ing Soviet-supplied MiG23 fighters to in- 
crease the striking power of their air force, 
which is already equipped with older 
MiG21s and MiG19s. The reports are un- 
confirmed, however, and the Vietnamese 
are not known for their air-strike capabil- 
ity. 

Arthit, one of Thailand’s most powerful 
figures, was quoted by the Bangkok Post 
as saying Washington should agree to the 
request “because we have been allies. . . 
and we have fought wars side by side with 
the United States.” Arthit’s comments, 
which referred to Thai military backing 
for the US in both the Korean and Viet- 
nam wars, brought the issue to an emo- 
tional level which distresses many Ameri- 
can Officials, 


rom Washington’s point of view, the 

Thais may not be fully equipped to 
handle the fighters. It is not just a question of 
flying skills, but also the capacity to main- 
tain the aircraft. Selling Thailand the F16A 
would also represent a further erosion of 
Washington’s policy of selling only lower- 
performance, export versions of its 
avionics arsenal. Several other Third 
World countries would like to buy the 
more sophisticated versions of the F16: in 
Southeast Asia alone, the Indonesians 
made such a request two years ago — 
which has not been acted on by the US — 
and two other Asean members, Singapore 
and the Philippines, are thought to be in- 
terested also. 

The Americans also are concerned that 
the Thais cannot afford to purchase and 
maintain such an aircraft. Although the 
US can have no formal say in Bangkok’s 
spending priorities, the Americans feel 
the huge cost of the jets may cut into Thai- 


land’s development expenditure. In this 
the Americans are joined by some senior 
economists in the Thai Government, who 
say privately that Bangkok’s defence ex- 
penditure is already too high. 

The FI6A is a formidable weapon, 
equipped with an F100 Pratt and Whitney 
engine which gives the aircraft a radius of 
about 650 miles. It can be used as both an 
interceptor and a ground-attack aircraft, 
and its electronic equipment frees the 
pilot from having to watch and operate the 
instruments standard in less sophisticated 
aircraft. 

The US would prefer to sell the Thais 
the F16/79, which looks like its higher-per- 
formance brother and has similar arma- 
ments, but is a tamer, export-approved 
version. This version is powered by the 
J79 engine used in the old F4 Phantom 
fighter-bomber, has a range of about half 
that of the F16A and at full military power 
uses far more fuel. The F16/79 is also 
cheaper, at about US$23 million per air- 
craft. 

But the J79 version is not in product 
There is only one prototype. So thoug 
theory spare parts would be availaoie 
from the US, replacement of an entire air- 
craft could prove problematic. According 
to the Bangkok Post on 23 January, the 
Americans are also suggesting that the 
Thais buy the A7D fighter-bomber, 
known as the Corsair and originally de- 
signed for the US Navy, instead of the 
F16A. 

The Fl6s are produced by General 
Dynamics. The J79 version was an at- 
tempt by General Dynamics to compete 
with another export-approved fighter, the 
F20 Tigershark, produced by Northrop. 
This aircraft, which is similar in perform- 
ance to the F16/79, is an updated version 
of the F5, the old workhorse which Thai- 
land, in common with many other Third 
World countries friendly to the US, uses 
as its main air-defence aircraft today. 

These export fighters are a throwback 
to the administration of former president 
Jimmy Carter, who wanted to keep mo 
sophisticated aircraft out of the reach 
Washington’s Third World friends, who 
might use them for purposes other than 
defence. The administration of President 
Ronald Reagan is more relaxed about 
such considerations, but is still hampered 
by the Carter legacy in this respect. 

Arthit is reportedly planning to visit the 
US soon on a private trip, which will prob- 
ably turn official given his public state- 
ments on the F16 issue. The Americans do 
not want to harm their relationship with 
Thailand in any way, and they may have to 
accept Arthit’s word that the Thais can af- 
ford the F16A. Washington gives Thai- 
land US$100 million annually in military 
aid. 

Some senior officials in the US Embassy 
here are known to hope that the adminis- 
tration will agree to the deal — which will 
then require congressional approval — 
whether or not it.would set a hazardous 
precedent for US military cooperation 
with friendly Southeast Asian countries. 
Either way, it is a painful dilemma for 
Washington. Oo 
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Hong Kong-based Morgan officers iov are Felicia Wai, Jimmy Chu, and Tad Beczak at Funding Services: Tim Boyd Wilson, 


general manager, with Banking Division head David Morris; 


The Morgan Bank has a large staff of 
specialists in Hong Kong providing a 
broad range of financial and merchant 
banking services for many of the area’s 
local and multinational businesses. 

We also serve governments and official 
agencies, and the private banking 


needs of individuals with sizable assets. 


A range of services 
Our Hong Kong banking office special- 
izes in corporate lending in Hong Kong 
dollars and Eurocurrencies. We're 
known for structuring a financing good 
for both borrower and lender. 

Morgan Guaranty Ltd, Morgan's 
worldwide merchant banking subsidi- 
ary with offices in Hong Kong, man- 
ages public and private offerings of 


securities for distribution throughout 
the region—at favorable rates. It is also 
a leader in forming groups for multi- 
bank syndicated loans. 

Currency risk management 
Another group of Morgan specialists in 
Hong Kong serves client needs in the 
foreign exchange markets, whether 
executing transactions or managing 
risk exposure. Our customer advisory 
team, linked to our global exchange 
trading desks, alerts customers to 
market developments, and to hedging 
and arbitrage opportunities. 

Morgan's worldwide International 
Trade Services Department helps man- 
ufacturers and exporters here and else- 
where with documentary and standby 


The Morgan Bank 


Andrew Spencer, Peter Li, and Timothy Teo of Foreign Exchange 


letters of credit, bankers acceptances, 
collections, and reimbursements. It is 
fully automated, fast, and reliable. 

We also can counsel clients on invest- 
ment and financial strategies. As a 
leader in managing other people's funds 
in markets around the world, Morgan 
can furnish advice on a wide range of 
investments, including equity, property, 
and various fixed-income securities. 

Ask for details 
To discuss your needs with us, write or 
telephone Timothy L. Boyd Wilson, 
Vice-President and General Manager, 
Morgan Guaranty Trust Company, 
Edinburgh Tower, 15, Queen's Road 
Central, Hong Kong. Telephone 
(5) 8411311. 
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POLITICS 


he debate over Indonesia’s annexation 

of East Timor has been conducted in 
the most partisan of voices, and in that de- 
bate Dunn has been as partisan as any. A 
former Australian consul in the Por- 
tuguese territory, Dunn believed passion- 
ately in the right of the Timorese people to 
determine their own future. And as those 
rights were trampled on, his writings on 
the subject took on a distinctly polemical 
tone. 

In this book, the best account yet of the 
tragedy that befell the people of East 
Timor in the wake of the April 1974 Revo- 
lution in Portugal, Dunn has made an ob- 
vious attempt to rise above partisanship. 
This is particularly true of the first half of 
the book, where the author traces the 
events which led up to the Indonesian in- 
vasion. It is less true in the second half, 
which deals with the consequences of that 
invasion and in which some of the old 
passions still intrude. 

That said, it must be acknowledged that 
the story Dunn tells is one that can hardly 
fail to arouse the emotions. It is, as his 
book amply shows, a sad and squalid story 
and one in which few, if any, of the par- 
ticipants emerge with much credit. 

Dunn’s theme, as the title makes clear, 
is that the people of East Timor were 
betrayed. And that betrayal, he argues, 
was not just at the hands of the Por- 
tuguese, whose shameless abnegation of 
responsibility he far too readily condones, 
but at the hands of any number of other 
nations, most particularly Indonesia and 
Australia. 

Indonesian military leaders are shown 
to have acted with cynicism and a callous 
disregard for the rights of a people whom 
they claimed as brothers, to have resorted 
to almost every conceivable deceit in the 
advance of their designs. When deceit 
failed, they unleashed a military offensive 
of exceptional brutality to secure the prize 
they so earnestly coveted. 

Two earlier books on East Timor — 
both, incidentally, by Australians — were 
lamentable in their treatment of the In- 
donesian side of the Timorese equation. 
Dunn, drawing on a wide variety of pub- 
lished source material, including leaked 
CIA briefing papers, has presented a com- 
prehensive, if highly unflattering, account 
of how Jakarta saw the problem and how it 
went about achieving the outcome it de- 


' sired. 


The author points out, correctly, that 
Operasi Komodo, the covert operation by 
which Indonesia took over East Timor, 
was the brainchild of a select group of 
senior Indonesian military men and that 
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In the path of the juggernaut 


Timor, A People Betrayed by James 
Dunn. The Jacaranda Press. No price 
given. 


President Suharto kept these officers on a 
leash as long as he thought there was a 
chance of securing a diplomatic solution to 
the problem. 

What also should be emphasised is that 
these generals were, almost exclusively, 
from the. powerful security and intelli- 
gence branches of the armed forces. Com- 
manders from the operational branches, 
whose troops were committed to the 
Timor front, were kept as much in the 
dark about the operation as Indonesia's 
civilian diplomats, who stood before the 
United Nations and spoke piously of 
Jakarta's peaceful intentions even as In- 
donesian parachutists descended from 
troop-carrying aircraft over Dili. 

The pre-eminence of these officers, 
who enjoy enormous powers and who 
sometimes operate as a virtual law unto 
themselves, is one of the central features 





Whitlam: a policy of appeasement? 


of the contemporary Indonesian political 
system and is of as much importance in the 
field of foreign affairs as it is in domestic 
affairs. 

The trouble with Dunn's account is that 
his perspective is limited. He has a feel for 
the Australian and the Timorese side of 
the affair. But too often the leading In- 
donesian actors are portrayed in a shal- 
low, one-dimensional light, with little at- 
tempt made to give the reader much more 
than a picture of an Indonesian juggernaut 
advancing. The result is a hollowness in 
the text at the very place where a full- 
bodied account is most needed. 


n a more prosaic level, Dunn some- 

times gets one Indonesian unit con- 
fused with another. At one point he 
quotes a source who mentions that it was 
members of the 18th Paratroop Brigade of 
Kostrad, the army strategic reserve, who 
went on a rampage in Dili shortly after the 
invasion, killing and looting. In the next 
line he confuses Kostrad with the Kopas- 


sandha para-commando unit and leaves 
the impression that it was this unit which ` 
did the looting. Although minor, this sort 
of error adds to the sense that the author is 
not always as familiar with his material as 
he should be. 

If Indonesia is taken to task for the de- 
ceit and brutality that characterised its 
takeover of East Timor, then Dunn seems 
to reserve some of his sharpest barbs for 
Australia's actions — or, rather, lack of 
action — and for what he sees as the policy 
of *appeasement" followed by the then 
Labor prime minister, Gough Whitlam. 

In an early chapter the author is at pains - 
to establish that Australia, by sending a - 
commando force to Timor during World  - 
War II to blunt an expected Japanese at- 
tack on Australia, drew the Timorese into — 
a terrible conflagration, thus incurring d — 
moral responsibility for their future well- 
being. Instead of responding to the - 
Timorese in their hour of need, he argues, - 
Canberra, overly sensitive to Indonesian - 
concerns, turned a blind eye to their fate, 
a policy made all the worse by the fact that 
the Whitlam government | 
professed ignorance about 
events in East Timor when in 
fact radio monitoring was 
providing it with a complete 
and continuing picture of 
developments there. 

Canberra’s performance, 
says Dunn, “undoubtedly 
constitutes the most shame- 
ful episode of its kind in 
the history of this country’s 
foreign relations.” In effect, 
he says, successive Australian 
governments became “ac- 
complices to one of the most 
serious and tragic violations 
of human rights in modern 
times." 

There is certainly room for 
argument about what Austra- 
lia should or should not have done 
over the East Timor question, and Dunn 
is hardly the first person to point to 
the fundamental flaw in Whitlam's hope 
that East Timor should be part of In- 
donesia but only if that is what the 
Timorese wanted. 

Australia might have done more to en- 
sure a proper act of self-determination in 
East Timor. But Dunn may be guilty of 
exaggerating the sway that Australia has 
in these matters. In the final analysis, In- 
donesia was determined to go ahead and - 
in those circumstances Canberra had to 
either put up or shut up. Not surprisingly 
perhaps, successive Australian govern- 
ments chose to shut up. 

Dunn's concern is commendable but his 
vision is one-sided. In the end, objectivity 
gives way to emotion and whole com-- 
courses of politicians, diplomats, aca- < 
demics and journalists are dismissed as - 
“apologists for Indonesia" for daring to 
pursue a different course from that taken 
by the author. — DAVID JENKINS - 
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tion of imports made it commercially at- 
tractive for local entrepreneurs to get into 
the picture, and the first major Indian 
series, Indrajal comics, made their ap- 
pearance. Although such series included a 
few Indian protagonists — generally in- 
trepid police inspectors battling villainous 
dacoits — they depended largely on West- 
ern characters: the Phantom, or Donald 
Duck and other Walt Disney creations. 
Then in 1969 Amar Chitra Katha 
(ACK, or Our Picture Stories) appeared 
on the scene, brought out by the Indian 
Book House Education Trust. The brain- 
child of Anant Pai, who had helped launch 
Indrajal comics, ACKs represented a rad- 
ical shift from borrowed Western genres. 
Pai, "appalled" by the average English-in- 
structed Indian schoolchild's ignorance of 
Indian. history, mythology and folklore, 
attempted to present in an easily assimila- 
ble format a montage of the country's 
richly diverse traditions and cultures. Pai's 
avowed objective was "not a business but 
a vehicle to educate." With some 300 titles 





















lippines multiple heritages remain 
ne in the nation s writing 


serve! The jungle may advance, the 
bombs may fall again —- but while I live, 
you live — and this dear city of our affec- 
tions shall rise again — if only in my song! 
To remember and to sing: that is my voca- 
tion . 

The search for identity and cultural con- 
tinuity occupies writers in every post-colo- 
nial society. What complicates matters in 
the Philippines in that different genera- 
tions speak and write in completely differ- 
ent languages. José Rizal, novelist and na- 
tional hero, wrote in Spanish. According 
to Joaquin, “the original Rizal is a 
foreigner to us — and a dead foreigner at 
that." 


Joaquin, raised in Spanish himself, and. 


forever trying to preserve what is left of 
the Spanish-Philippine heritage, still 
writes in English. Younger seekers for a 
national identity, though usually educated 
in English, have chosen to write in 
Tagalog, a language which is far from uni- 
versal in the Philippines. 

If one believes that culture is language, 
it is hard to say what Philippine culture re- 
ally is or ought to be, for it is expressed in 
too many languages at the same time. 
There are even hybrid forms, such as Tag- 
lish, a mixture of Tagalog and English 











tum. NE. T 
The ACK titles cover a broad icti " 
from traditional folk-tales to a pictorial. 
rendering of the noted 19th century- 


novelist Bankim Chandra Chatterji's 


Kapal Kundala; from a thumbnail sketch 
of Tipu Sultan, the *Tiger of Mysore" who 
fought the British, to episodic vignettes 
revealing Raja Birbal s wit and wisdom as 
one of Emperor Akbar’s famous “nine 
gems.” ' Modern history i is represented by 

"the heroic saga" of the defence of 
Kashmir in 1947 to potted biographies of 
national leaders and reformers such as B. 
R. Ambedkar. 


ublished in several Indian languages is is | 
well as in English, ACK comics be- 
came an overnight success both with their 


youthful readers and with approving par- = B 


ents who felt that the series familiarised 
the young with the country's traditions 
and values. They were welcomed as anaid — 
to national integration and as an "ideal 
substitute for the storytelling grand- 
mother," unfortunately displaced by the 
break-up of the joint family system. The 


series became particularly popular with- bests 


Indians settled or transferred overseas. 
However, : | 
been unqualified. The wide variety of sub- 


often adopted by the popular press as well 
as in the streets. 

Joaquin's vision of how this Tower of 
Babel was built is an interesting one. It is 
also one that has made him many enemies. 
For he sees the colonial past not. as.a 





criticising the changing of Spanish street 
names to American he writes: “A people 
as old as the Romans or the English may. 


years of monuments, in the name of pro- 
gress; but a people as young as we have. 


can make us feel more intensely us." 
Joaquin ‘goes further than just 
memories. He: es the educated “Creole”: | 
(natives with Spanis h blood) class of the 
th centur e first true Filipinos. In 
uinos of Tarlac, his recent bio- 
of the family of assassinated 
former senator Benigno Aquino, he - 
points out that it was this so-called illus- - 
trado class, together with the. Tagalogs 
and the natives of Pampango, who ran the. 
country and the army dur g the 17th and 
18th centuries. The only institution in the 
hands of real Spaniards was the church. 
Hence the revolution of the late 19th cen- 
tury was largely directed against the. 
Spanish friars. As he puts it: "The Creo 
had pulled the: trigger of nationalismi 
Philippines - — and the explosion Ww 
identity." . 
Because ; the 





















the ACK success has not - E 


memory to be exorcised, but as an vieni eo 
part of the Filipino identity. In an article — 





be able to afford to skip a few hundred | - : 
years of history, abolish a few hundred = 


surely need of every bit of memory that. yer i 








































jects, handled in the same format and the 
same series, tends to diffuse readership by 
trying to appeal to too many interests and 
different age groups simultaneously. 
Moreover, though the production values 
of the publications are fairly good, the il- 
lustrations by and large are pallid and stiff, 
lacking the urgency essential to comic- 
strip art. Dialogue, too, is often stilted. 

In the concluding panel of Rana 
Khumbha, the historic warrior-king pro- 
nounces: *As long as our people are vigil- 
ant, there can be no threat to our indepen- 
dence." This unexceptionable sentiment 
sounds more like an official announcement 
by the Ministry of External Affairs than 
the stirring speech of a folk-hero. The 
savour of the idiomatic is missing, 
swamped with sententiousness and pious 
platitudes. The palpable aim, as in the of- 
ficial policy regarding TV, is to instruct 

ind elevate rather than entertain. 

Other and far more serious charges 
have been levelled against ACKs produc- 
tions. The series has been accused by 
some of distorting history and promoting a 
Brahminical Hindu culture with all its 
rigidities and prejudices. All too often his- 
toric heroes are depicted as patriotic 
Hindu monarchs, valiantly fighting off 
barbaric “foreign” Islamic hordes. The 
Muslim rulers of India are invariably de- 
signated foreigners and are generally 


himself, were members of a Westernised 
elite, Marxists have attacked Joaquin for 
his vision of the Creole as the original 
Filipino. Last year the Marxist poet 
Domingo Castro de Guzman called Joa- 
quin a "structural racist." 

It seems a naive criticism. Culture is al- 
ways shaped in important ways by elites. 
Joaquin is surely right in saying that 
Philippine politics and literature of the 
19th century were largely the domain of 
the illustrados. It is true also that the 
heroes of the revolution were the first to 
think of themselves as Filipinos. Before 
that people were Pampangenos, Ilocanos, 
Spanish or of mixed blood. 


B: how fair is the second half of Joa- 
quin's vision: that the tender buds of 
Philippine culture were stopped from 
flowering because the Americans — or the 
“Yanquis,” as Joaquin enjoys calling them 
— took over? It is true that the Americans, 
by spending as much energy on modern 
education as the Conquistadores (Spanish 
colonisers) did on spreading the Catholic 
faith, taught many Filipinos English. The 
figures speak for themselves: by 1939 
literacy — in English — had been raised 
from 20% to 49% of the population over 
10 years old. Nearly 27% spoke English. 
The historian D. G. E. Hall is right 
when he calls the spread of education 
"America's greatest achievement in the 
Philippines.” Joaquin brushes this aside, 
however. He argues that by the 1890s “the 
Philippines had reached a point in culture 


EASTERN ECONOMIC REVIEW e 2 FEBRUARY 1984 


shown as tyrannical™ind untrustworthy. 
While educationists feel that such dis- 
crimination is not only historically inaccu- 
rate but can also sow the seeds of com- 
munal pride and prejudice in young and 
impressionable minds, feminists are exer- 
cised by what they claim is a sexist depic- 
tion of women based on the ancient Hindu 
code of manu: “good” women are shown 
as devoted mothers and wives, ready to 
sacrifice all for their men; “evil” women 
are bold and arrogant adventuresses, who 
all come to a well-deserved bad end. Al- 
though the series is meant for young read- 
ers, youthful women are shown in scanty 
or diaphanously revealing clothing. 
Denying that ACK distorts historical 
facts, Pai claims that he is “trying to bring 
history to life” and to provide young read- 
ers with a glimpse of their rich heritage. 
Refuting charges of communalism he con- 
tends that sometimes in his series “Mus- 
lims are shown even better than Hindus” 
and that “even Babur (the first Mogul 
ruler of India) is not cast as a villain.” 
Despite criticisms, ACK comics, which 
now have a number of imitators, con- 
tinue to dominate the Indian comic-book 
industry and have proved that nothing 
succeeds like success. Indeed their story 
would read like a typical tale in the series, 
from “once upon a time” to “happily ever 
after.” 


when it could not but bloom — as it did. 
And such was the impetus of the revolu- 
tion and of the intellectual movement at 
the turn of the century that, Americans or 
no Americans, the first decades of this 
century were bound to be a time of great 
and momentous advances in the Philip- 
pines.” 

To be sure, American culture was not 
exactly at its zenith in the early 20th cen- 
tury. According to Joaquin, the “cultured 
Filipino of the 1880s was intellectually at 
home” in Europe, Latin America and the 
Orient. “His frame of reference had a 
latitude unthinkable in the educated 
Filipino of the 1920s and 1930s, for whom 
culture had been reduced to knowing 
about the world contained between Hol- 
lywood and Manhattan.” 

If the style of much modern writing in 
English is anything to go by, Joaquin has a 
point. Ironically, his own prose sometimes 
proves it. Too often it is a mixture of un- 
grammatical though racy journalese and 
dated American slang. 

Still, one could accept this as a Philip- 
pine variation of English. A more serious 
problem is a lack of depth, a rootlessness 
of English literature. In an essay on a liter- 
ature symposium in 1964, Joaquin quotes 
with approval a participant who claimed 
that “a shortcoming in our contemporary 
literature is that it is too contemporary; 
there is an almost total absence of histori- 
cal perspective . . . If our elders became 
poets without an audience, we in turn 
have become poets without a tradition." 


| 


EJ | ACK comics: bringing history to life. 





Language is certainly an important fac- 
tor in this. But it is also true that the tradi- 
tion of revolutionary illustrados, re- 
presented by Rizal and the Propaganda 
movement, was too short-lived really to 
be called a tradition. What Joaquin is try- 
ing to do in his writings is to make it one. 
By doing so he is in constant danger of 
exaggerating its importance, as well as 
being excessively anti-American. 

Of course, despite his yearning for con- 
tinuity, not even Joaquin expects Filipinos 
to revert back to Spanish. But what is the 
answer then? Unfortunately there does 
not appear to be one. Writing in Tagalog 
seems to make sense, but this too 1s 
fraught with difficulties. For one thing, 
the present generation of Tagalog intellec- 
tuals, readers and writers have been edu- 
cated largely in English. Real Tagalog 
readers are usually working class and 
more interested in comic books than the 
learned prose of the elite. Furthermore, as 
mentioned earlier, many Filipinos do not 
speak Tagalog and do not want to. But, 
even if every Filipino spoke, wrote and 
read Tagalog, this still would not solve the 
problem of cultural continuity. 

The Spanish, in their missionary zeal, 
did too good a job of eradicating the pre- 
Spanish past. Nevertheless, stimulating 
the use of a native language is probably 
the only way to go. Meanwhile, National 
Artists such as Joaquin will make sure that 
recent history at least is not forgotten. 
And for this his countrymen owe him à 
great deal. Oo 
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Malaysia's own production shortfalls — a 
consequence of drought and an inability to 
repeat 1982 yield improvements that 
flowed from using such esoteric 
biotechnology as pollinating weevils. Pri- 
mary Industries Minister Datuk Paul 
Leong told the REVIEW on 20 January that 
1983 crude palm- -oil (CPO) output “could 
be at least 15% lower than in 1982." 

The tight supply situation will not be re- 
lieved, some industry sources say, until at 
least the second half of this year; even 
then, several plantation sources said, 
CPO yields “will not be impressive." Lon- 
don stockbrokers Laurence Prust said at 
the end of December 1983 that "by June 
1984 the pipeline of vegetable oils could 


_ be critically empty,” a situation that would 
obviously favour Malaysian producers 


THE BOOM SO FAR 


Month avg. 
June 

July 
August 
September 

n October 

November 
December 


25 Jan. 


even if, as some sources close to industry 
planning suggest, Malaysia's production 
in fact exceeds 1983's harvest by 25%, to 
reach 3.7 million tonnes. 


| essing to this tight vegetable-oil sup- 
ply situation, the three-year-old Kuala 
Lumpur Commodity Exchange (KLCE) 
saw unprecedented activity during the sec- 
ond half of December, continuing into the 
first two weeks of the new year. At the 
exchange — which has become a major 
barometer of palm-oil pricing (Malaysia 
produces 85% of the world's CPO) — the 
spot price on 20 January for immediate 
physical deliveries reached M$2,475 a 
tonne, while futures trading (for February 
contracts) opened a shade under, at 
M$2,450 a tonne. CPO prices have thus 
increased more than 200% in six months, 
but the real benefits to Malaysia are even 
higher because while CPO sets the stan- 
dard benchmark price, nearly all 
Malaysia’s palm oil is exported in higher- 


. value refined or processed products. 


Several features of the current CPO 
market, however, confuse analysts, many 


th bof whom suggest that the high market 


value achieved may be headed soon for a 
sharp. correction. The: first curiosity is the 
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| sponse to price movements, though 


degree of margin CPO now enjoys over 
soyabean oil. Senior industry sources of- 
fered several explanations for this. First, 
US soya production shortfalls, while 
generating considerably higher prices in 
Chicago, have also prompted plans to in- 
crease soya acreage from 65:million to 75 
million acres. This news.obviously has 

a depressant effect on long-term specula- 
tion, as do Brazil's and Argentina's inten- 
tions to increase their soya planting, using 
their hemispheric half-year seasonal dif-. 
ference to make quick adjustments to the 
soya shortfall. | 

Palm oil, by contrast, is harvested 
perennially during two seasons each year. 
Shortfalls cannot be alleviated by plant- 
ings for the following year (palm trees 
take at least seven years to mature). CPO. 
supply is thus considerably less elastic. In- 
addition, palm oil has the advantage of 
being a more versatile oil, marketed fora 
variety of edible and non-edible uses. For 
these reasons, many in the industry and in - 
government itself believe palm oil may be 


in the process of acquiring a permanent 


premium over soya. 
With its 1 million-tonne CPO storage 
capacity; Malaysia also has a capacity to 
withhold up to a third of its palm-oil-ex- 
ports for varying lengths. of time in re- 
1 the 
government takes no hand in central di- 
rection of marketing. 
Meanwhile, the continuing willingness 





of major buyers such as India and Pakistan 
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to remain in the market puzzles many . 
analysts who privately wonder why bulk ' 
purchasers who traditionally have 
switched to soya or other oils when CPO. 
prices gained just a slight margin over soya: 
are prepared to bid for product when.the - 
premium is now (as of 21 January) close to 
US$200 a tonne. India bought more than 
650,000: tonnes of refined palm oil from 
Malaysia during 1983. 

Even the gloomiest of commodity trad- 
ers do not foresee CPO prices slipping 
back past M$1,400 a tonne — still an im- 
pressive profit for estates where produc- 
tion costs on average are less than M$500 a 
tonne. 

Other basic commodities are also look- 
ing much firmer than they did just six 
months ago. Barely. a year ago, prices 
for natural rubber — until 1981 Malay- 
sia’s single  largest-value plantation- 
product — were at a 10-year low of 
M$1.87.a kg. for the standard top-line 
RSS-1 grade, but since then the price has 
rebounded to its current M$2.66 a. kg. 
Trading . remains. confined toa narrow ip 
range below an RSS- 
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M$2.69 a kg. that will signal some sales 
from the 270,000-tonne International Na- 
tural Rubber Organisation (Inro) buffer 
stock. 

Prompting optimism among rubber 
growers are rising US and Japanese car-in- 
dustry production figures since last Sep- 
tember, likely purchases this year by the 
US General Services Administration and 
recent purchases by China and the Soviet 
Union: the most recent official rubber 
statistics show both these countries in- 
creasing their purchases over last year by 
69% and 44% respectively. Only Singa- 
pore and the US bought more rubber 
(223,000 tonnes and 125,000 tonnes re- 
spectively), but the volume differences 
compared to the corresponding period in 
1982 had fallen off. 

Both rubber production and cumulative 
exports for the first 10 months of 1983 

rere 10% higher than in 1982, with prices 


RR 


showing a small but steady increase to- 
wards the critical start-sales point for the 
Inro. Leong told the REVIEW on 15 
January that the “M$2.69 psychological 
barrier will be broken soon” and that the 
1983 rubber export earnings of M$3.6 bil- 
lion “will be exceeded this year.” 

Leong, whose conservative forecasting 
in recent months has generally under- 
stated the magnitude of price increases 
(REVIEW, 29 Sept. '83), believes that the 


RSS-1 price could go as high as M$3 “be-. 


fore too long." Adding to the optimism 
are higher-than-usual purchases by the Ja- 
panese (REVIEW, 29 Dec. '83) resulting 
from an apparent switch from Thai to 
Malaysian sources. 

Cocoa has reached near five-year highs 
— coinciding with a dramatic increase this 
decade in cocoa acreages in Malaysian 
plantations. The price jumped 30% from 
mid-October levels of M$4,732 a tonne to 
M$6,200 a tonne, and some brokers here 
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confidently expect thë price to push up to 
M$7,200 by mid-year. As with palm oil, 
supply considerations underpin the up- 
ward impetus: poor production prospects 
in West Africa more than outweigh a fore- 
cast heavier crop from Brazil this year, 
especially when measured against ex- 
pected rises in world consumption. 


ther commodities produced in Ma- 
laysia — such as timber, tea, coffee 
and pepper — also show some varying 
gains; Sarawak's white-pepper grades, for 
example, have jumped more than 200% in 
the past two months. Only the tin industry 
continues in the doldrums, hostage to 
painful International Tin Council (ITC) 
enforced cutbacks now pegged, in 
Malaysia’s case, at nearly 40% of produc- 
tion (REVIEW, 17 Nov. '83). 
More important, perhaps, than the 
crude figures for improved returns for sev- 


Y 


eral (albeit pivotal) plantation crops are the 
flow-through effects from enhanced cor- 
porate earnings on the balance of pay- 
ments and on government revenues. Al- 
though Treasury sources and some minis- 
ters are uniformly cautious about reading 
too much too soon into the present com- 
modity-price movements, clearly some of 
the government’s current economic pro- 
jections for 1984 will have to be drastically 
revised if an exciting month is to become 
an exciting year. 

The upward price movement had be- 
come dimly apparent when the govern- 
ment presented its 1984 budget in October 
(REVIEW, 5 Nov. 783) that severely 
pruned public-sector expansion, cutting 
development expenditure by a whopping 
23.3% in 1984. In its annual economic re- 
port accompanying the budget, the Treas- 
ury anticipated palm-oil prices increasing 
throughout 1984 to just M$1,020 à tonne, 
a mere M$25 rise over 1983's achieved 


COMMODITIES 


CPO average. On the other hand, the 
Treasury expected natural rubber prices 
for RSS-1 to reach M$2.90 a kg. and it 
posited only minor gains for other, lesser 
commodities. 

As it happened, the official anticipated 
CPO price had already been overtaken by 
M$300 a tonne when the budget was pre- 
sented, while rubber prices still wait to 
break through the “psychological bar- 
rier.” While Treasury officials told the 
REVIEW there is no plan to revise fortcasts 
“just yet," CPO, cocoa and pepper prices 
have already moved upwards and the 
hesitant Treasury forecast of a surplus in 
the country's balance of payments at the 
end of 1984 seems, even at this early stage, 
to be certain (a surplus of M$2.85 billion is 
predicted for the 1984 merchandise ac- 
count). 

Privately, many government officials 
believe the underlying premise — that 
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only a modest and unhurried recovery can 
be expected this year — will soon be dis- 
carded as trends indicate a hastening re- 
covery underway in the economies of 
Malaysia's major trading partners. Out- 
side the government, analysts are more 
overtly sanguine and posit higher growth 
rates than the 6% determined by the 
Treasury last October. 

Several bank economists told the 
REVIEW that their predictions suggest 
price rises for all Malaysia's primary com- 
modities except tin, where the ITC buffer 
stock of 35,000 tonnes seems just too mas- 
sive to expect enough drawdown, even 
with a full-blown recovery under way, to 
permit anything more than marginal up- 
ward price movement above the M$29.15 
floor. 

Underscoring the optimism is the flexi- 
ble mix of plantation crops represented in 
most large estates, where rubber is gradu- 
ally being replaced by palm oil and co- 
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coa. Applied research and development | trials etc.) have become somewhat less | go em increase over that projected will be 


continues to impress, with large experi- 
mental yields of cocoa and oil palm relying 
on seed cloning, improved pollina- 
tion, and labour. displacing cultivation 
methods. | 

From a macro-economic perspective, 
there is also good. news from the current 
rise in commodities and projected rises in 
commodity prices. A new boom will differ 
in several important respects from earlier 
bonanzas, even as recently as the 1976-80 
period. 

For one thing, rapid “Malaysianisation” 
— the “bringing home" of corporate own- 
ership,— has occurred. Equity control in 
major firms such as Harrisons & Cros- 
field, Sime Darby, United Plantations and 
Guthrie has been acquired in recent 
years, in a spurt of activity, especially dur- 
ing 1981 and 1982. In many cases 
bumiputra (indigenous race) institutional 
funds have purchased plantation com- 


than precise. 
Whether plantations}inder new Malay- 
sian management wilLfise to new invest- 


ment challenges d divessify into 
downstream activities is uncertain, how- 
ever, aS some of the larger 


"Malaysianised" operations such as Harri- 
son Malaysia Plantations and Kumpulan 
Guthrie now contribute to their owner's 
(Permodalan Nasional) Amanah Saham 
unit-trust scheme for bumiputras, a 
“locked-step” operation, in which effec- 
tively “guaranteed” dividends of 10% of 
shareholder investment a year favour 
earnings distribution before reinvest- 
ment. 

Given the magnitude of the 1984 deficit 
between revenue and federal operating 
and development expenditure, it is not 
surprising that the Treasury takes a keen 
interest in the revenue implications of the 
incipient commodities boom. Last Oc- 


Kuala Lumpur Commodities Exchange: the new boom is different. 


panies as part of the government’s New 
Economic Policy. 

Thus Malaysian shareholders stand to 
become the primary beneficiaries of im- 
proved dividend payments for the first 
_ time ever — a not unimportant considera- 
tion given Malaysia’s inexorably rising 
services-account deficit and historically 
high remittances of foreign-controlled 
plantation firms in Malaysia. 


"he extent to which any commodities 
windfall might find its way into produc- 
tive investment is more problematic. One 
merchant banker in Kuala Lumpur said 
that plantation firms traditionally have 
shown “rather unimaginative” investment 
and expansion during past boom times, 
and he pointed to the fact that the planta- 
tion companies have “sat on the banking 
system's biggest stash of fixed-deposit 
cash" during the past two years. 
Plantations generally diversified into 
property development during the past 
three years, so much so that the Kuala 
Lumpur Stock Exchange's functional 
categories for listings (plantations, indus- 
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tober the government took the view that 
the “gradual recovery in the economies of 
the industrialised countries . . . is expected 
to continue into 1984. However, its impact 
on the economy and consequently the re- 
venue position of the federal government 
is not expected to be significant." On this 
prudent basis, revenue was projected to 
increase by 5.6% only (to M$19.1 billion). 

Although direct taxes from export 
levies on major non-rubber commodities 
account for a comparatively modest pro- 
portion of total tax take, increases in levy 
revenue provide useful harbingers of 
greater downstream corporate and indi- 
vidual income-tax yields (which in 1984 
are expected to provide M$7.8 billion of 
the total predicted tax take of M$17.5 bil- 
lion). 

The real changes may come in corpo- 
rate and individual income taxes, which 
together make up 96% of total direct 
taxes: here a pronounced effect on earn- 
ings will find immediate effect in 
Malaysia's regressive tax rates, though 
there are simply too many variables to at- 
tempt quantification at this stage. 





welcomed by the Treasury, which is trou-’ 
bled by the decline in non-tax revenue by 

20% in 1984, and by the increasing re- 

liance on petroleum-related taxes which, 

according to the World Bank, contributed 

more than a third of total revenue in 1983. 

In the past three years, the government 

has taken directly remitted dividends from 

the state petroleum corporation Petronas 
and, in 1982, pulled in an extra M$500 mil- 
lion in corporate income tax on a once-off 
basis from the company. More generally, 
federal revenue from both tax and non-tax 
sources (such as licences, fees and invest- 
ment income) has slowed from its 26%-a- 
year growth in 1978-80 to little more than 

5% last year. 

“Three factors account for this," said 
the World Bank in a confidential paper 
last year. “First, the cyclical factors as- 
sociated with the commodity-price de- 
cline, second, bouts of tax-cutting in 1980- 
82." The most troubling is the third factor 
which, said the bank, stems from “a lower 
capacity of the tax system to generate re- 
venue, stemming from the present struc- 
ture of the tax system." 


he bank concluded that “there has been 

an erosion over the past few years of 
the buoyancy of the tax system, even after 
allowing for the losses of revenue from 
commodity-price declines.” It added that 
“while there is nothing significantly unto- 
ward” about oil-related revenue support- 
ing an increasing burden of federal expen- 
diture, the softening of oil prices (despite 
the government's decision to take. daily 
production up to beyond 440,000 bar- 
rels) means that commodity-price in- 
creases must carry more of the revenue 
load. 

The upshot is that Treasury planners 
will be looking at hoped-for commodity 
windfalls that began so impressively in the 
past few months not only to provide a big- 
ger and more balanced tax-bite, but also 
to filter through into productive and ex- 
pansionary investment (rather than draw- 
ing fixed-deposit interest or, worse, leav- 
ing the country as investment income). 
Just as important, an upward movement 
in commodity prices at this stage may rep- 
resent the last clear hope of fulfilling the 
expectations of the fourth Malaysia plan 
which, when published in 1981, envisaged 
annual growth rates of 17.3% a year in the 
value of commodity exports (including 
petroleum) in order to fulfil various social 
objectives. 

If agricultural commodity prices do con- 
tinue to show upward movement, other 
preconditions for sustained growth and 
improvement to Malaysia's balance of pay- 
ments would seem to be in place, includ- 
ing a strong Malaysian dollar against the 
US currency, continuing low interest rates 
and a willingness to proceed full-tilt at de- 
veloping increasing oil and gas exports. 

University of Malaya economist Paul 
Chan says, meanwhile, that “the real 
boom will come in 1985, because we must 
allow for six months before the full effects 
of commodities demand in the indus- 
trialised countries can be felt." IR 
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A complete package of the best 
chemical based allied^prodhcts from India to the world. 





For over 25 years ceramics, crushed bones, arranges buyer-seller 
Capexil has brought the canvas footwear, furniture, meetings, provides up-to- 
world the finest chemical fireworks, glass,gelatine, date information, ensures 
based allied products. paints, paper, oil hoses, fast delivery in tough, 2 
In design and ossein,plywood, processed attractive packages. s 
craftsmanship, beauty and minerals, stationery, safety In short, Capexil offers < 
strength. matches, refractories, you a package deal. = 
From India. rubber products ... Through a multiplicity of 41 ae 
A blend of centuries- The list goes on — services. ^ | 
old experience in arts every product custom-made So, contact Capexil P. 
and crafts and the latest to your specification and right away. Fill in the 
high-technology expertise. budget. coupon and mail it today. 7 
Auto tyres, asbestos Capexil helps you 


products, belting, barytes, locate the right suppliers, 





Chemicals & Allied Products 

Export Promotion Council 

“World Trade Centre” (2nd floor) 

14/1B, Ezra Street, Calcutta-700 001 
Phone : 26-7733/34/35 Grams : CAPEXIL 
Telex : CAPEXIL CA 2486 
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BUDGETS 





Tight fists, raised arms 


Japan keeps a strict check on spending in its efforts to curb 
deficits, but necessarily boosts outlays for defence 


By Mike Tharp 


Tokyo: The Japanese central govern- 
ment's draft budget for fiscal 1984-85 (be- 
ginning on 1 April) continues the long- 


we term efforts of the Ministry of Finance 


(MoF) to control fiscal deficits by cutting 
public spending. The preliminary estimate 
of outlays suggests a determination to 
keep most spending categories — defence 
is One exception — in tight check but the 
government will continue to rely on bor- 
rowing to finance the budget deficit for 
many years to come. 

After the cabinet approved the draft on 
20 January, the MoF submitted it to vari- 
ous government agencies. Another series 


_ of negotiations has been under way among 
those departments, seeking to restore 


some of the lower allocations. The MoF’s 
initial proposal for national-defence out- 
lays was a modest 5.1% increase, below 
the 6.88% increase during the current fis- 
cal year. But by 24 January, the 1984-85 
increase had been raised to 6.55% and 
Prime Minister Yasuhiro Nakasone and 
the Japan Defence Agency (JDA) were 
pushing to raise it further. No sub- 


d -Stantial change is expected in most other 


items, however, and the draft will serve 
as the blueprint for the government's 
economic policy over the next fiscal 
year. 

Spending on the general account will be 
allowed to rise only 0.5% to ¥50.63 tril- 
lion (US$217.3 billion), the lowest rate of 
increase in nearly 30 years. The Invest- 
ment and Loan Programme, known as the 
"second budget" because its outlays are 
not consolidated with general-account 
spending, will rise by a mere 1% to ¥20.9 
trillion, again, the lowest annual increase 
in three decades. 

When debt-service expenditures and 
subsidies to local governments are re- 
moved from the general account, next 
year's spending actually falls by 0.1%, fol- 


- lowing a 3.1% decline in the current fiscal 


year. Even so, the government will need 
to issue ¥ 12.68 trillion in bonds to cover a 
projected revenue shortfall. That is ¥665 
billion less than the amount of deficit- 
financing bonds to be issued this year, but 
well below the government's targeted re- 
duction of such bonds of ¥1 trillion each 
year until they are phased out completely 
by 1990. 

Of the ** 12.68 trillion bond issues, some 
¥6.8 trillion will be underwritten by finan- 
cial syndicates, ¥2.28 trillion will be 
floated publicly and the rest held by the 
Trust Fund Bureau, a government finan- 
cial institution. Japanese press reports 
also said an additional ¥5.36 trillion 
worth of refinancing bonds will be issued 
to repay bonds which mature in fiscal 
1984-85. 

Reliance on debt-financing bonds in the 
draft budget represents about 25% of total 
revenues, slightly below the current fiscal 
year's level of 26.5% and down from a 
peak of 32% in the late 1970s. But even 
with the projected decline in debt financ- 
ing, the cumulative total of government 
bond issues is expected to exceed ¥120 
trillion by the end of next fiscal year, up 
from about ¥ 100 trillion at present. 

Meanwhile, only four items in the draft 
budget show significant increases year-on- 
year. They are defence spending, 
economic cooperation and overseas-deve- 
lopment assistance, grants to local govern- 
ments and service costs of government 
bonds. Besides the initial estimate of a 
5.176 rise in defence outlays, foreign aid is 
scheduled to increase by 6.195, local-gov- 
ernment grants by 18.2% and bond-ser- 
vicing costs by 11.796. 

Easily the most controversial budget 
item is defence spending. The MoF origi- 
nally hinted it would allow only a 4.7% in- 
crease. That trial balloon caused hurried 
visits to various ministries by United 
States diplomats in Tokyo. They express- 
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gton's concern that such a low 
rate of\increase would arouse congres- 
sional and other criticism against Japan 
during a US presidential election year. 
MoF officials relented somewhat and re- 
leased the projected 5.196 increase. Even 
that figure was more in the nature of a bar- 
gaining chip, and the final figure is likely 
to be very close to the 6.88% increase oc- 
curring this fiscal year. 

However, defence experts estimate that 
Japan needs to increase spending by at 
least 10-12% in inflation-adjusted outlays 
over the next four to five fiscal years in 
order to meet the targets set by the JDA 
for major equipment procurement. Much 
of present defence-spending rises go on 
personnel costs, rather than hardware. 
The MoF’s draft budget reportedly re- 
jected funding for 21 US-made F15 fight- 
ers, 11 PC3 anti-submarine patrol aircraft 
and three Escort destroyers. “To us, it's a 
disaster, pure and simple," said one Ame- 
rican defence analyst. 

Another budgetary item of interest is 
economic cooperation, or foreign aid. Th: 
government officially is on record a 
pledging to double the amount of its Over- 
seas Development Assistance (ODA ) be- 
tween 1981 and 1985. Unless economic- 
aid spending in the next two fiscal years in- 
creases by an average of 13.6%, that 
pledge cannot be met. It is unlikely that 
the MoF will let its preliminary proposal 
float much over the initial 6.196 increase, 
so there could well be a diplomatic 
backlash by Southeast Asian nations and 
other recipients of Japanese foreign aid. 


he government wants to double the 

amount of ODA to US$21.5 billion dur- 
ing the 1981-85 period, up from half that 
amount during the 1976-80 period. The 
original plan envisaged an average 8.796 
annual growth during 1981-85, but that 
target has not been reached. (The yen's 
depreciation has also slowed ODA spend- 
ing, and Japan, like other OECD nations, 
calculates its aid in US dollars.) During 
fiscal 1982-83, the proportion of total aid 
to gross national product fell to 0.8396 
from 1.08% the previous year. ODA 
alone was 0.2% of GNP in 1982-83, down 
from 0.28% the previous year. 

Grants to local governments will re- 
ceive the single highest jump in central- 
government spending next year. Nearly 
40% of the current fiscal year's total ex- 
penditure — some *18.2 trillion — went 
to the prefectures and cities which are the 
final bodies that allocate tax revenue 
(REVIEW, 23 July '83). Advocates of fiscal 
and administrative reform have supported 
substantial cutbacks in local-government 
spending, which has been rising steadily 
since 1967. 

Any reform efforts, however, appa- 
rently have been shoved aside because of 
political considerations. Many central- 
government retirees, for example, receive 
well-paid administrative posts at the local 
level. Those sinecures seem to be insu- 
lated from the MoF's budgetary scalpel, to 
the detriment of social-welfare spending 
and other expenditures. 

The 11.796 increase in government- 
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share of the budget deficit in Japan's GNP 
will drop slightly to 4.3% in 1984-85 from 
4.8% this fiscal year. Daiwa suggests that 
Japan, despite the massive deficit over- 
hang, is not likely to experience the same 
effects as the US or other nations with siz- 
able fiscal deficits, because: 

» Domestic savings, now about 19% of 
total disposable income, help the govern- 
ment finance the deficit without printing 
more money, thereby alleviating inflation- 
ary pressures. 

» Private-sector credit demand remains 
weak, preventing the "crowding-out" 
phenomenon that has hamstrung Ameri- 
can growth in recent years. 

» Japan's progressive income-tax 
schedule means that tax revenue will in- 
crease substantially as the international 
economic recovery gains momentum. 
As a result, Daiwa says it does not 
foresee any substantial increase in taxes to 
take effect during the next two years. 

One allocation in the draft budget may 
well have an important political impact. 
Public-works spending is scheduled to be 
cut by 2% to ¥535.2 billion. That marks 
the first decrease in four years for those 
outlays, traditionally a source of patron- 
age to local constituents by Japanese 
politicians. Some of the slack may be 
taken up by shifting spending on infra- 
structure improvements — roads, bridges, 
sewers, housing — to the Fiscal Invest- 
ment and Loan Programme. 

But with that budget also slated to de- 
cline by a total of 1%, there is little room 
for manoeuvre by Japanese politicians. 
The most effective post-World War II dis- 
penser of this largesse to his voters has 
been former premier Kakuei Tanaka, still 
the most powerful politician in Japan de- 
spite his October 1983 conviction on 
charges of bribery arising from the Lock- 
heed scandal. The decrease in public 
funds available for his pet projects could 
spell some decline in his control within the 
ruling Liberal Democratic Party. 

Overall, it seems the MoF did about as 
well as could be expected under current 
economic and political cir- 
cumstances. Fundamental 
reforms of the tax system, 
local-government spend- 
ing and other vitally 
needed measures remain 
on the back-burner for 
most bureaucrats and 
legislators, however. As 
the fortnightly newsletter, 
Japan Financial Report, 
commented: “The nation- 
al budget for fiscal 1984 
shifts the cost of fiscal re- 
form further on to the 
backs of those who al- 
ready pay the cost — cor- 
porations and consumers. 
This gives some indication 
of who doesn't wield poli- 
tical influence." 
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Tokyo: During the parliamentary election 
campaign in December 1983, the ruling 
Liberal Democratic Party (LDP) and its 
leader, Prime Minister Yasuhiro Naka- 
sone, promised a * 1 trillion (US$4.29 bil- 
lion) tax cut for wage earners in 1984. 
LDP politicians were evasive about how 
this was going to be paid for until the elec- 
tion was over. Then, as the government 
went back to work, it was disclosed that 
the tax cut would be balanced by increases 
in commcdity and corporate taxes and in 
various government service fees. 

Because of the lack of indexing of in- 
come-tax brackets to inflation, the real 
amount of taxes paid by the Japanese 
people had been creeping up as their an- 
nually bigger pay packets became liable to 
higher tax rates. The structure of tax 
categories and exemptions also were seen 
as grossly unfair to salaried workers in 
favour of farmers and self-employed pro- 


fessionals such as medical practitioners. | 


There was even a separate political party 
formed last year simply to represent 
salaried workers, with fairer taxes as its 
major platform. 

In mid-January, the LDP tax-system 
committee, in coordination with the 
Ministry of Finance (MoF) outlined its 
tax-adjustment plan for fiscal 1984, begin- 
ning in April. It is expected that the main 
points of the plan will be adopted in the 
final government budget when. the Diet, 
ór parliament, convenes in February. The 
combination of tax cuts balanced by tax in- 
creases, when the LDP was noisily point- 
ing to the tax-cut part of its plan to attract 
votes in December, got a sour reception 
from virtually every quarter. 

The tax reductions would mean an ap- 
proximately ¥870 billion cut in overall in- 
come-tax receipts and ¥310 billion in 
those from residence tax. The MoF has 
been unusually vague about how much 
this represents in relief to the average 
family, but the most recent estimate is 
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about ¥25,000 for a family of four. This — 
amount, of course, does not make agreat 
difference to the spending patterns of an. — 
average family. iP 
To offset the decline in revenue, the  — 
government intends to increase other - 
taxes by about * 1.2 trillion. Large corpo- —— 
rations will be taxed at a 1.3 percentage- —— 
point higher rate, while smaller com- — 
panies will be absorbing a one percentage- - 
point increase over the next two years: —— 
These increases rep- —2 
resent about a third = 
of the expected ad- 
ditional revenue 
under the plan. 
Then there are 
small tax increases 
amounting to up 
to five percentage 
points on a wide 
variety of items, for 
example, auto- 
mated office equip- 
ment, video-disc 
players, motor cars, — 
liquor, surfboards, typewriters and 
others. There will be an increase in the — 
government-subsidised rice price of 3.767 
percentage points and a X 10,000 fee tom 
obtain a driving licence or renew an old 
one. There will also be a tax increase on 9 
imported oil of 1.2 percentage points. es 
In addition, Japanese people will pay a — 
higher percentage of their bills under the — 
national health-insurance system. Public- — 
transport fares are due to be raised and — 
tuition fees for public educational institu- — 
tions will be increased. - 
The tax plan was blasted by business- 
men and ridiculed by commentators, — 
Toshio Doko, chairman of the committee 
studying the administrative reform and am — 
influential figure in business circles, criti- — 
cised the tax increases and implied that 
Nakasone had reneged on his pledges. © 
Manufacturers of the goods to be taxed 
protested that the increases would be a © 
burden on sales. The intent of the plan was = 
to obtain revenue by imposing small taxes =] 
on a large number of groups, so that the — 
burden would not be felt greatly by any — 
single body; but the effect was to displease — 
and disillusion many people. . PM 
Since the tax plan will have a negligible — 
effect on gross government revenue à a7 
expenditures, it also will have little effect. — 
as a fiscal-stimulation programme. Advo- — 
cates of a tax reduction had been arguing 7 
that the economy needed stimulus, espe- — 
cially by increasing personal disposal in- — 
come. The fact that the LDP intends to © 
raise taxes at this time — a politically dis- — 
advantageous move given the party's huge - 
setback in the last election (REVIEW, 29 — 
Dec. '83) — indicates how seriously the- 
government views the problem of budget .— 
deficits. H 
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E. 
= By Paul Quinn-Judge 

— Bangkok: The Vietnamese economy 
maintained its forward momentum in 
1983, despite weather conditions — cold 
-— and dry spells followed by serious 
typhoons — that were markedly less 
favourable than in 1982. In his speech to 
the National Assembly late in December 
—— 1983, Vo Van Kiet, a politburo member, 
¿vice-premier and the country’s chief plan- 
: — mer, announced another record grain har- 
by vest and basic improvements in other 
— areas of the economy. 

Not all the targets set for 1983 were 
" = reached and energy remained a nagging 
L problem. But Kiet was careful to compare 

the past three years of steady improve- 
- ment with the dismal performance of the 
= 1976-80 plan. The results are probably 

enough to ensure that the present modest 

approach to economic development — 
—— concentration on agriculture, with indus- 
= try playing a largely supporting role — will 
— Continue, despite deeply held misgivings 
among some senior members of the com- 
munist party. In particular, the perfor- 
= mance would seem to strengthen the hand 
- Of supporters of the controversial system 
— Of economic incentives introduced after 
15:1979. 
_ The Vietnamese are slightly vague 
. about exactly how much foodgrain was 
_ produced last year. Kiet's report to the 
— — National Assembly and subsequent cover- 
-— age in the official press said simply that the 
e figure was “nearly” 17 million tonnes. The 
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t - production was 124,000 tonnes higher 
—— than the preceding year. 

~ — - (The 1982 grain harvest initially was es- 
— timated at 16.26 million tonnes [REVIEW, 
—— 40 Feb. '83], but the final figure, reported 
— — by an International Monetary Fund team 
= which visited in March 1983, was 16.59 
- million tonnes.) Addition of the IMF fig- 
— re and Nhan Dan’s reported production 
= increase leaves a total production figure of 
— 116.71 million tonnes — another record, 
= but 290,000 tonnes short of target. 

In fact, rice production in 1983 appa- 
— rently exceeded its target of 14.3 million 
_ tonnes by several hundred thousand ton- 
— nes, Average annual yield also increased 
| from 2.48 tonnes a ha. in 1982 to 2.66 ton- 


Once again subsidiary crops — mostly 
= corn, with some manioc and potatoes — 
_ Caused the shortfall. Targeted to produce 
_ 2.7 million tonnes paddy equivalent, sub- 
=- sidiary crop figures reached only 2.14 mil- 
— lion, according to Nhan Dan. This is the 
— fourth successive year they have fallen 
= Short of target. 

On the other hand, the government's 
— share of the harvest increased hand- 
—. somely. Official procurement — largely 
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dustrial 
r Agriculture has become the fulcrum of Vietnam's economic 
_ development, though energy remains a nagging problem 
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from agricultural taxation and quotas, 
plus approximately 10% from purchases 
of rice at prices well above official rates — 
reached 3.75 million tonnes last year, Kiet 
said. This is 800,000 tonnes more than 
1982 and 150,000 tonnes above the target. 

The procurement figure is very impor- 
tant politically: the grain obtained in this 
way goes partly to feed workers and gov- 
ernment officials in the non-agricultural 
sector, a priority group, but one which is 
still largely living a hand-to-mouth exist- 
ence. In this respect, 1983 was a very suc- 
cessful year indeed. Another source of 
satisfaction is the fact that food produc- 
tion continued to grow faster than the 
population in the period 1980-83, Kiet 
said. The population had increased by 3.7 


Kiet: careful comparison. 


million. During the same period, how- 
ever, per capita grain output had grown 
from 268 kgs to 300 kgs. 

The grain achievement means that for 
the second year running Vietnam has not 
had to import foodgrains. (The IMF noted 
that in 1983, however, Hanoi did import 
150,000 tonnes owing to contractual obli- 


gations.) 


he 300 kgs-a-head figure is, Kiet 

stressed, the absolute minimum — 
"the dividing line between shortage and 
sufficiency." The 1984 target is 18 million 
tonnes — 15.7 million tonnes of rice and 
2.3 million tonnes of subsidiary crops in 
paddy equivalent. And there are signs that 
Hanoi hopes to start exporting rice soon: a 
passing mention in Kiet's National As- 
sembly report suggested that Vietnam had 
hoped to export some rice this year, but 
was prevented from doing so by the loss to 
typhoons of about 330,000 ha. of rice in 
1983. 
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Ide di graphic illustra- 


tion ofthe economic importance (and po- 
tential) 5f the Mekong delta, which is ex- 
pected to produce almost half of 1984's 
rice total — 7.3 million tonnes — and 
more than half of the government's total 
share of the crop. And chances are that 
the delta's peasantry will be producing 
that with an average work year of slightly 
more than 100 days. The report urged 
cadres to try to persuade peasants to in- 
crease their work year to 200 days. 

The population figures, which Kiet 
glossed over in the lightest possible way, 
are less than promising. An increase of 3.7 
million people in the past three years 
suggests that the country's population 
growth rate is still hovering around 2.496 a 
year. The target for 1983 was 2.196, and 
the government hoped to get the figure 
down to 1.7% by the end of the five-year 
plan in 1985 — a target that appears in- 
creasingly unattainable. 

The area of land planted to Vietnam's 
main industrial crops — groundnuts, soya- 
beans, tobacco, jute, coffee, tea and rut 
ber — increased last year, though not a 
much as intended. Hanoi had planned tv 
put 875,000 ha. under these crops last 
year, but the final figure was only 837,000 
ha. 

A number of crops did particularly well. 
The hectarage of groundnuts increased by 
8% , tobacco by 13% and two of the coun- 
try's larger exports to the Eastern bloc, 
rubber and coffee, by 18% and 20% re- 
spectively. Silence on the performance of 
jute and soyabeans suggested less happy 
results. Despite the failure to meet the 
1983 target of 8% growth in hectarage, 
Kiet is calling for a 38% growth in land 
planted to industrial crops. To do this he 
will need a combination of at least two fac- 
tors that were in short supply in 1983: 
good weather and fertilisers. 

One of the most enduring legacies of 
China's otherwise unsuccessful effort at 
teaching Vietnam a lesson in 1979 is the 
damage done to the country's only apatite 
mine, at Lao Cai in the northern province 
of Hoang Lien Son. Chinese destruction 
of the mine caused a drop in fertiliser pro- 
duction from 607,000 tonnes in 1978 to 
260,000 tonnes the following year. Pro- 
duction in 1982 was still only 224,000 ton- 
nes, the IMF said. Another 900,000 ton- 
nes were imported from the Soviet Union 
that year, according to the fund. 

Much of the domestic production still 
comes from the Lao Cai mine, which pro- 
duced 200,000 tonnes of apatite in 1983. 
During a visit to the mine at the beginning 
of this year, however, Do Muoi, a polit- 
buro .official and vice-premier with 
economic responsibilities, made it clear 
this was not enough. 

The Vietnamese leaders have been 
positively fervent in their calls for in- 
creased exports over the past few months. 
Thus they will be slightly disappointed by 
the 1983 figures. The value of exports to 
both the communist and non-communist 
world increased by 17%. The government 
had called for a rise of 51%. The shortfall 
must obviously be attributed to the whole 
spectrum of ailments that beset the Viet- 
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| role last year — the clampdow n and su 
-sequent reorganisation of export-import 
operations throughout the: country, espe- 
cially in the south. 

The moves paralysed export activities 
for much of the year, and when operations 
finally did resume, the government closely 


controlled activities of provinces and the 


larger cities, which for a short period had 
been givén considerable leeway in their 
foreign trade. 

Given these moves, it is surprising that 
. one of the country's principal hard-cur- 
—rency-earning exports, seafood, did so 


total sea catch was 15% up over 1982, 
which should mean a total of about 
.511,000 tonnes. Seafood is sold exclu- 
sively to the non-socialist world, predo- 
minantly Japan. (In 1982 for example, 
shrimp: sales to Japan earned US$50 mil- 
lion. according to the IMF.) Modest 
though it seems, this represents almost a 
third of Vietnam's total 1982 exports to 
i tible-currency area. 









“said; Worldwide exports in the same year 


i E reached US$595 million, it added. 


Qo products were among the targets 
_@Prevised upwards in mid-1983. A 
: dius of other key performance figures, 
were revised sharply down- 
wards at the same time. These included 
. energy output, cement production and 
«another of Vietnam's main exports to the 

"Western world, coal. Always something 
of a problem commodity, coal seems to be 
heading for further troubles. Vietnam has 
proven recoverable coal reserves of about 
130 million tonnes — enough at current 
production levels to last another 20 years. 
The problem has always been getting the 
~<-gaal out of the ground. The 1983 produc- 
—"tion target was not met: total production 

was about 6.35 million tonnes, 150,000 
tonnes short. of the very modest target, 
which itself had changed little for the past 
five years. 

The poor 1983 performance was partly 
attributable to the usual problems — in- 
sufficient investment and machinery. But 
there also seems to have been a human 
. factor. Do Muoi admitted during a visit to 
a major coal-mining area in late De- 
cember that mineworkers were getting a 
poor deal. He pledged, on the. govern- 
.ment's behalf, that their salaries would be 





S as rt given priority attention. 


^ .. Yet another factor seems to have fi- 

i "gured — export demand. One of the 
reasons leading to the downwards revision 
of the coal-output target, Kiettold the Na- 
tional Assembly, was that exports failed to 
live up to expectations. The vast majority 


of Vietnam's coal has gone in the past-to | 


the capitalist world: in 1982, the IMF said, 
700,000 out of 800,000 tonnes exported 
went to the West, earning US$40 million. 
But the IMF noted exports to the converti- 
ble-currency sector declined that year be- 






well. Kiet told the National Assembly the 


E PRY These: 
“totalled J$$160 million in 1982, the IMF 


eof technical innovations which en- 









suggesting 
. wrong. Exploration and survey work 
` should continue, Kiet said, and this year 


corner es 


incentives introduced 
9 have at least partly solved the 
problem of human energy — workers’ 
motivation. But the problem of physical 
energy — power to drive the machinery 
remains basically unresolved. Electricity 
output was slated to increase 5% in 1983, 
to 4.37 billion kwh. At mid-year, how- 
ever, this figure was reduced by 90 million 
kwh. Kiet told the National Assembly that 
there were two reasons for this. Drought 
had reduced the output of the country's 
hydroelectric stations, and had at the 
same time necessitated the diversion of 
diesel fuel to drought-affected areas of the 
south and centre. 

Meanwhile, a major power project was 
behind schedule. The 110,000-kw. capa- 





city turbine No. 1 of the Pha Lai thermal 


power station in Pha Lai, Hai Hung pro- 
vince, was due to come into service in the 
middle of the year. It was finally inaugu- 
rated at the end of October. 

The impact of the dry spell on energy 


output must be rather worrying to Hanoi: 


at the momentthe country is developing 
two very large hydroelectric projects, one 
in northern Vietnam, one in the south. 


Until these are completed, Vietnam will | 
remain entirely dependent on the Soviet | — 
Union for its fuel — a prospect neither | 


side relishes. The Soviets complain quietly 
to third parties about the expense of this 
operation, while the Vietnamese feel they 
are receiving the bare minimum. 


In 1982, the IMF said, Hanoi imported | 
4.65 million tonnes of petroleum pro- 
ducts, almost all of it from the Soviet | 


Union. This was an increase of merely 


24,000 tonnes over the previous year. Last | 
year's figures have not been released, but | 
Kiet told the National Assembly that the | 
fuel available was 20% below minimum — 


needs. This was undoubtedly one of the 
reasons why factories were operating at 
50% capacity again.. Meanwhile, hopes 
that Vietnam might soon become self-suf- 
ficient in oil from the South China 5ea 


seem to be fading quite fast. After three | 


Western companies abandoned oil explo- 
ration off the southern coastal city of 
Vung Tau in 1981, the Soviets took over. 
The outlook seemed good — Mobil had, 
after all, reported a flow of 2,400 barrels a 
day just before the war ended in 1975. 
Plans were drawn up to create an indus- 
trial zone at Vung Tau with Soviet aid. 
Senior Vietnamese officials estimated the 
first oil would start flowing in late 1983, 
and that the country would be self-suffi- 
cient by 1985-86. Kiet's report to the Na- 
tional Assembly on the subject, however, 
is one of the briefest and vaguest yet, 
that something has gone 


the government should attempt to "create 


the essential prerequisites so that in 1985 
à conclusions can be reached about oil on 


the southern continental shelf." Self-suffi- 
ciency does not seem to be around the 
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Bangkok: As fears ; 
ous food shortage i 
team from the United 
Agriculture Organisation 
in Phnom Penh on 26 J 
harvest losses and food ne 
from FAO's Office of Spe 
erations, will attempt toch 
nary UN calculations tha 
shortfall may reach 294 000 ton 
ed tice — more than a quarter: 
pected rice production for the yx 

Even if these calculatio 
firmed, the UN will be 
remedy the situation. Cont 
longer flow liberally into ©: 
operations, while the transpor 
amounts of suppli 





pplies in an 
bodia has always been a da 
Perhaps most importantly, t 
Penh government waited t 
most too late before admit 
Cambodia has alw : 
pendent on the weather for 
but this year it was subjects 
larly vicious combination of t? 
Drought during the first two m 
monsoon season, which us 
May, prevented planting, 
animals and increased the nu 
many of which normally die in th 
= After the drought came ex 
heavy, erratic rainfall culminatin 
typhoons in the space of one 
Typhoon Georgia hit on 5 Oct 
when flood waters should hav: 
ceding ready for the harvest. G 
followed by two more typhoons. - 
The result of this, a recent but. u 
FAO report said, is severe crop 
some of the most populous pro 
Battambang, Pursat. Kompong. 
Kompong Chhnang and Kompong 
which are also some of the co 
biggest rice producers. Provincial « 
in Battambang, the main rice pr 
timated in late November that 99, 
of land had been destroyed, out oi 
planted 295,079 ha. : 
The FAO report also note i dy 
sidiary crops had been 






















































government had AAGE i 
supplies of fertiliser and pe 
ing to deal with the situation. 
damage threatens to be more 
On 19 October, the FAO te 
flood waters forced a bre 
Trapeang Thmar dam in Battamb: 
vince. The dam is 13 kms long or 
and 25 kms on the other, and, tf 
added, protects one of the most 
triangles of land in the country. 
No figure was given for the: 
riceland. damaged, but informe: 
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UN officials estimate that it costs US$300 
to purchase one tonne of rice in Thailand 
and ship it to Cambodia. Assuming that 
initial estimates of the food shortage are 
about right, and that the UN decides to 
send Cambodia a third of its current 
‘Shortfall — 100,000 tonnes — it will need 
to raise around US$30 million. 

. The 1983 budget for all UN operations 
inside Cambodia was US$16 million. The 
figure proved impossible to raise. (For the 
budget for the UN'sborder operations last 





New Delhi: Faced with a crippling oil-im- 
port bill, India in 1981 obtained a loan of a 

d 5 billion special drawing rights, or 
s (US$5.6 billion), from the Interna- 
| Monetary Fund's Extended Facil- 
This was sought to give the country a 
three-year cushion for structural readjust- 
ment of the economy to finance the trade 
gap. But India has informed the IMF it will 
not need the final tranche of US$1.1 bil- 

on which it can draw after July 1984. This 
suggests the expected turnaround has 
'een achieved a whole year ahead of 
schedule, though that may not be the full 
explanation. 

The trade deficit for the first five 
months of the current fiscal year (which 
began in April 1983) was Rs 17.3 billion 
$1.82 billion) against Rs 20.8 billion in 
he corresponding period in 1982-83. The 
leficit for the whole of 1983-84 is pro- 
ected at Rs 40 billion compared to the 
previous year's Rs 55 billion. This decline 
ot so much due to an improved export 
performance as to reduced foreign-ex- 

lange spending on oil. Although oil 
ds have grown at about 5% a year, the 
share of domestic output has increased sig- 
lificantly. The output of 10.5 million ton- 
nes of crude in 1980-81 met a third of 
India's needs and in 1983-84 output is ex- 
ected to be more than 26 million tonnes, 
neeting 65% of its needs. 

Foreign-exchange reserves stood at Rs 
19 billion on 2 December 1983, a rise of Rs 
5.45 billion over the 12 months. But net of 
he IMF drawdown of Rs 9.75 billion dur- 
ing the year, reserves would have shown a 
drop of Rs 3.32 billion during the first nine 
nonths of 1983-84 against a decline of Rs 
12.85 billion during the corresponding 
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Soviets, despite occasional complaints 
that they have not lived up to their aid 
commitments, seem, in fact, to be the 
most likely source of much of the aid. 
The dry-season rice crop, tiny in terms 
of area planted — traditionally around 5% 
of the main crop, 9% of the area last year 
— but with much higher yields, could re- 
duce the shortage quite considerably. It 
did so in 1982 when a rice shortfall of 
278,000 tonnes was dramatically reduced. 
Speed, however, is vital. A third of the 
fertiliser recommended by the FAO is in- 
tended for the dry season. That means it 
will have to arrive almost immediately if it 
is to have any use. And, if the food crisis is 


juying off the IMF 


period in 1982-83. The improvement 
might well be due to an increased inflow of 
remittances and deposits from Indians 
abroad. 

That, plus the fact that India is negotiat- 
ing its first loan from the Asian Develop- 
ment Bank (of US$2 billion), suggest that 
the decision to forgo US$1.1 billion of the 
IMF loan was taken on political grounds. 
Prime Minister Indira Gandhi has to face 
an election before her present term ends 
in January 1985. It has been suggested that 
the loan might have been terminated to 
blunt opposition charges that IMF condi- 
tionality violated India's sovereignty. Or 
that the government wants to claim that its 
ability to do without the rest of the loan is 
proof that it has managed the economy 
well. 

What this means is spending beyond 
budgeted limits through recourse to note 
printing. At the time of the last election in 
1979-80, India recorded an inflation rate 
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was not, however, due to technical incom- 
petence: Phnom Penh's quite efficient A g- 
riculture Ministry already had calculated 
the shortfall by late October. 

Silence on the subject seems more at- 
tributable to the approaching fifth an- 
niversary of the government of Heng Sam- 
rin. Agricultural achievements were to 
have been one of the main elements of the 
government's successes. ^ A harvest 
shortfall was bad news at the wrong time. 

— PAUL QUINN-JUDGE 


of above 20%. A'strict check on inflation, 
keeping it to single digit levels, was part of 
India's commitment to the IMF. Although 
1982-83 was a drought year, depressing 
agricultural and industrial production, the 
annual rate of inflation in terms of the 
wholesale price index was 3.296 in De- 
cember 1982. This rose to 9.6% in early 
December 1983, though in 1983-84 the 
major harvest (in winter) was exception- 
ally good and the summer harvest pro- 
mises to be likewise, with foodgrain pro- 
duction expected to touch 142 million ton- 
nes compared to 126 million tonnes in 
1982-83. | 

Inflation crossed the single-digit rate in 
the final week of 1983, in a deviation from 
the normal seasonal behaviour of prices in 
December, particularly in a good mon- 
soon year. The government admits the 
price situation is "serious" but has yet to 
spell out an anti-inflation package. 

Paradoxically, the bright outlook for 
agriculture has not only failed to keep 
prices under control, it has also failed to 
trigger demand for industrial goods and 
has not improved industry's low growth 
rate. The general index of industrial pro- 
duction in April-September 1983 showed 
a rise of a mere 4% on top of the previous 
year's similar rate. There might have been 
a pick-up after September but the target of 
8-10% for the year looks unattainable. It 
might turn out to be about 4.5%, accord- 
ing to industrialists. _ 

Performance of key infrastructural sec- 
tors — coal, power generation and rail- 
ways — meanwhile has been unimpres- 
sive. With a low industrial growth-rate, 
gross national product growth could fall 
short of the 6-6.5% hoped for by the Plan- 
ning Commission for the penultimate year 
of the 1980-85 sixth plan. The average 
growth rate projected for the sixth plan 
period is 5.2%. |. —MOHANR 
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Enjoy the mystique of the orient aboard Air-India's 
Orient Express. Somehow the world seems smaller 
and distant places seem nearer when you fly Air-India. 
Maybe it's the luxurious and distinctive fleet of 747s. 
Maybe it's the convenient flight schedules to 44 cities 
around the world. 
Maybe it's the gentle hostess who serves you as if 
"P 
"ud 


you were the only guest. 
“EXPRESS It's all this and more that makes Air-India's SE BS -FKAFEPF,. 
Orient Express the orient express. Window to a different world. 
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EXCELLENCE. : 
& MEETING 






Westin Hotels' Philippine 
Plaza, Manila's premiere 
conference hotel, offers added 
value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila's 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 
* A special group rate of 
US$40* per night, single or 
double occupancy. 


One complimentary suite 
for the first 12 rooms used, 
one additional complimen- 
tary suite for every 50 
rooms thereafter. 


* Complimentary use of 
meeting room, audio-visual 
and other meeting equipment 

* Package price of US$14 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 
morning snack, lunch and 
afternoon snack. 

e 5096 discount on health 
club facilities and 2096 
discount on some Executive 
Center services. 

* Other special features such 
as pre-registration and 
welcome drink in the room. 

Manila and the Philippine 

Plaza. An excellent choice for 

your next meeting. 


Y 


WESTIN HOTELS 


Philippine Plaza 





 Manila’s finest hotel 
is also a seaside resort. 


* Plus 10% government tax 
and 10% service charge. 





WWF/Kojo Tanaka/BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 
, a 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 











With the world’s first personal cartridge copiers 


P. announces a copier every You just snap in a fresh cartridge when 
professional is laying his hand on. the old one runs out. 
The PC-10 and PC-20. It's ideal for Whats more theres no other personal | 


doctors, architects, engineers, designers, plain paper copier so complete. 
restauranteurs, lawyers, secretaries and The Canon PC-10 and PC-20 personal 





just about everyone else. Now busy copiers — the most compact, E npe 
executives can solve the problem of affordable, easy-to-use and virtually emm 
copying confidential documents and service-free personal copiers. = 





small businesses will discover a new 
meaning in convenience when they do 
not have to race out to the nearest 
copy shops. All these are made possible 
with this revolutionary plain paper copier 
system. Canon has put all the key 
components of its copying system into 
a simple no fuss replaceable cartridge. 





Personal Copiers 


CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd Tel: 8373700 Malaysia Mulpha 
Trading Sdn Bhd. (Canon Division) Tel: 572233 Philipines Datagraphics Inc. Metro Manila Tel: 85-50-11 Singapore Canon Marketing Services Pte 


Ltd Tel: 273-5311 Thailand FMA Corp., Ltd. Bangkok Tel: 235-0156 India Chowgule Industries Ltd. Bombay Tel: 2026182 Pakistan Paramount 
Buicinace Manhina ltd Korachi Tol: £12999 Qui Lambo Motramclitos esecino lid Calemime Tab OcO4C 
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Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 





Es : For instance, through our efforts 

UMS a cement plant has just been developed 

D at the northern tip of Sumatra, Indonesia. 

wes 

2 But we work in a small way, too, right down to the people-to-people level to make sure 


progress is meaningful for individuals of a nation. 

In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel’s integrated industrial capabilities. 

KOBELCO. It’s the "are x that S growing in international importance. 





Les i OR Ao Steckesi D Iob you grow, please 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : = 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark reaistration. 
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disunited counterparts in the private sec- 
tor, the state-enterprise labour unions are 
D eril. wielding considerable influence 
through their control of vital public 
utilities. 

The failure to date to institute effective 
reforms in this sector, plus slow progress 
in introducing new taxes, represent a clas- 
sic example of how political and economic 
obstacles could bog down an adjustment 
process despite official determination. 
However, the fact that the second SAL 
was granted (in early 1983) despite the un- 
successful utility-price reforms in late 1982 
reflecfS the World Bank's understanding 


— of the constraints. 


Meanwhile, reforms in other, less sensi- 


— tive areas appear to have gained ground. 
"Thai officials said substantial — though 


n.  little-publicised — progress has been 
— achieved in land reclassification and other 
—  agricultural-related areas. The broad in- 


- progress. 








dustrial-policy reform also has made some 
New  investment-promotion 
criteria — putting emphasis on labour-in- 
tensive, export-oriented, provincially lo- 
cated and smaller-sized industries — have 
led to a marked increase in the number of 
applications which are geared mainly for 


- exports. 


Their manufacturing sizes are also small- 
er than previous projects. However, at- 


Eder 


cessful, gi ie 1 
related infrastructure 
concentrated in anc 
Plans to open up a light-industriM , 
on the eastern coast, as part of 
broader Eastern Seaboard developme 
programme, also have yet to materialise 

The government has started to correct 
the protective tariff structure by gradually 
lowering and unifying import tariffs. 
However, the programme to restructure 
10 specific industries promises to be prob- 
lematic and already is falling behind 
schedule. In an attempt to encourage 
higher production efficiency by local in- 
dustries through competition with im- 
ported products, the government in early 
1982 lowered import duties on electrical 
appliances and followed up with a decision 
last September to reduce business tax on 
imported goods. These changes have met 
with strong opposition from local electri- 
cal-appliance manufacturers. 

The personal support given by Industry 
Minister Ob Vasuratna, who assumed of- 
fice under the new government last May, 
to the raising of local content in domestic 
car assembly, directly contradicts a previ- 
ous policy to freeze local content at 45%. 
Ob's predecessor, Chatichai Choonha- 
van, favoured conditional imports of com- 
pletely built units, CBUs, which have 


















Ob: a change of policy. 





been officially banned for several years. 


and were opposed by Ob. The different po- 
licy advocated by Ob has raised uncer 
tainty over the direction of the restructur 
ing of this sector. The electrical-appliance 
and car-assembly industries have been 


slated as the first two industries to be re- - 


structured. 
In the field of energy, serious efforts 
began towards the end of the fourth-plan 





PROJECTS 


A sudden list to port 


A Japanese loan to help build a deep-sea harbour 
in Thailand is surprisingly knocked back 


By Paisal Sricharatchanya 
Bangkok: Thailand's ambitious plan to 
build a commercial deep-sea port on the 


—. east coast is running into an unexpected 
~ snag 


after Communications Minister 
Samak Sundaravej, in an unprecedented 
move, terminated an already-agreed loan 
from Japan’s Overseas Economic Coope- 
ration Fund (OECF) to finance the pro- 


. ject's engineering design. 


Claiming that the Japanese financial as- 
sistance carried unfavourable conditions, 
the minister also proposed to forgo about 
Baht 2.5 billion (US$110 million) required 
to build the port from the Japanese fund- 
ing agency. Negotiations for this second 
loan, also targeted to come from ‘the 


- "OECF, were scheduled to start soon. 


Samak said he resolved to take the dras- 
tic action after it became clear to him that 
OECF funding for two other projects in- 
volving the first- and fourth-phase expan- 
sion of Bangkok International Airport 
favoured Japanese contractors and dis- 
criminated against Thai contractors, as 
well as those from other countries. He 
claimed his ministry would like to try 
another avenue by calling new interna- 
tional bids which, he believes, could lead 

a better deal for the port project. 


The commercial port, to be located at 
Laem Chabang on the coast east of 
Bangkok, is part of the broader Eastern 
Seaboard development programme. Con- 
struction was supposed to begin this year 
and the first phase was scheduled to be 
completed by 1988 (REVIEW, 22 Sept. 
'83). 

The Thai Government was to use a Baht 
172 million loan from the OECF plus 
another Baht 117 million in local counter- 
part funds to finance the engineering-con- 
sultancy services for the Laem Chabang 
port and three related projects in the area 
(an industrial port plus an industrial com- 
plex at nearby Map Ta Pud, and a railway 
extension linking an existing port at Sat- 
tahip with Map Ta Pud). Samak's decision 
means that the Laem Chabang port com- 
ponent will be withdrawn from the Japan- 
ese financing while the three other pro- 
jects remain unaffected. 

An outspoken politician known for his 
folksy rhetoric, Samak has caused a storm 
of controversy by his action which, among 
other things, threatens to upset the inter- 
ministerial balance of the coalition gov- 
ernment under Prime Minister Prem Tin- 
sulanond. 


The Baht 172 million loan for the en- 
gineering components of the four Eastern 
Seaboard projects is part of the so-called 
10th yen loan totalling Baht 6.7 billion. 
The loan was originally pledged by Japan- 
ese Prime Minister Yasuhiro Nakasone 
during his visit here in May 1983; Thai Fi- 
nance Minister Sommai Hoontrakul ex- 
changed notes with Japanese Foreign 
Minister Shintaro Abe last June and the 
loan agreement was officially signed in 
September. 

There is little doubt that Sommai — 
who was educated in Japan, speaks the 
language fluently, and is known to be on 
good terms with the Japanese — as well as 
officials at the National Economic and So- 
cial Development Board, who coordinate 
implementation of the Eastern Seaboard 
programme, are not entirely happy with 
the sudden twist of events. 

Policy decisions relating to the Eastern 
Seaboard programme rest with a high- 
level committee chaired by Prem, and 
Samak's move has yet to be legitimised by 
this committee. The minister claimed his 
proposals were approved by a meeting of 
the committee on 22 December 1983. 
However, he has yet to satisfy the commit- 
tee, which was due to meet again on 26 
January to thrash out the issue, with alter- 
native financing sources. 


Minnie the Finance Ministry, which 
Is directly responsible for foreign- 
loan commitments, has not given any 
notification of change to the J apanese. A 
formal request to the Japanese mission 
here in mid-January to include the Laem 
Chabang port-construction financing in 
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Finance Ministry: problems with tax adjustments. 
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Structural unadjustment 


Thailand makes some progress in correcting imbalances 
— helped by the World Bank — but the momentum is slowing 


By Paisal Sricharatchanya 

Bangkok: Two years after implementa- 
tion of the fifth plan (1982-86) and assisted 
by two structural-adjustment loans 
(SALs) from the World Bank, Thailand 
appears to be making headway in correct- 
ing chronic imbalances in its economic 
structure. But, though the government re- 
mains committed to continue the overall 
adjustment programme — a principal fea- 
ture of the fifth plan — the momentum is 
slowing because of bureaucratic complica- 
tions and political and economic setbacks. 

The broad objective of the programme 
is to improve the country's payments posi- 
tion in the medium term in order to sustain 
longer-term economic development. A 
condition of the SALs, it involves major 
policy reforms in five main areas: agricul- 
ture, industry, fiscal management, energy 
and institutional development. 

Fiscal-policy reform has been given a 
higher profile in view of the economic 
slowdown during 1981-82, which led to 
substantial government revenue short- 
falls. The reform places heavy empha- 
sis on domestic-revenue mobilisation, 
with the target of raising revenue as a 
proportion of gross domestic product to 
16% by 1986. It also calls for elimination 
of losses among several major state-run 
corporations (REVIEW, 19 Jan.). 

The thrust of industrial restructuring fo- 
cuses on making local industry — which 
has largely been performing the function 
of import substitution over the past two 
decades — more export-oriented. Ag- 
ricultural reform centres on reclassifica- 
tion of former forest reserves, destroyed 
by poaching, as well as general agricul- 
tural marketing and pricing policies. 
Energy-policy reform not only aims at cor- 
recting distorted price structures but also 
calls for implementation of an energy mas- 
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ter plan combining development of new 
energy sources, conservation and utilisa- 
tion. 

On top of normal budgetary resources, 
the Thai Government intends to achieve 
these reforms with the assistance of about 
five quick-disbursing SALs over the fifth- 
plan period. The first US$150 million SAL 
granted by the World Bank in early 1982 
was followed exactly one year later by a 
US$175 million loan in early 1983. How- 


ever, given the Thais’ inability to stick to_ 


the timetable for effecting the various 
changes required, there may be a consi- 
derable delay before the third loan is 
forthcoming. 


S; far, more than half the funds from 
the first two loans have been allocated 
to various state enterprises — à logical 
direction in light of the fact that the gov- 
ernment could ill afford to fund this sector 
under the mounting budgetary constraints 
of the past two years. These allocations 
are strictly designed to fund the enter- 
prises new investment programmes 
rather than finance their losses. The ba- 
lance of the funds has gone to finance 
computer hardware — mostly for the Fi- 
nance Ministry, to improve efficiency in 
tax collection — and fund about 20 studies 
in the five areas under review. 

In a recent interview in Washington, a 
senior World Bank officer said SAL-1 was 
extremely successful but he said the bank 
was “a trifle disappointed" over the slow 
progress achieved under SAL-2. The bank 
appears particularly concerned over deve- 
lopment on the fiscal front. But here, the 
perception by bank and Thai officials of 
what constitutes progress differs. 

As a large number of potential tax- 
payers, particularly small and medium- 














sized businesses, either evade tax or pay 
less than they should, the authorities have 
been putting much emphasis on various 
administrative reforms to boost the effi- 
ciency of collection. The Revenue De- 
partment (under the Finance Ministry) 
has set up a number of area tax offices 
throughout Bangkok. The department, 
which is in charge of personal, business 
and corporate taxes, and the Customs De- 
partment, responsible for import and ex- 
port duties, have computerised their oper- 
ations, and by early 1985, a central com- 
puter system will link the ministry with all 
tax-collection units. 

However, the World Bank feels ad- 
ministrative reforms alone are insuffi- 
cient. It sees the need for Thailand to 
broaden the tax base further by introduc- 
ing new taxes in order to raise revenue in 
the short- and medium-term future. There 
were only two new taxes introduced over 
the past two years. A property-sales tax 
was imposed for the first time in early 1982 
(REVIEW, 12 Mar. '82). More recently, a 
controversial exit tax was introduced late 
in 1983 along with a wide-ranging package 
which among other things significantly 
streamlined the business-tax structure to 
eliminate double taxation (REVIEW, 15 
Dec. '83). 

Officials appear content for the time 
being to concentrate on improving collec- 
tion. “We have in effect been broadening 
the tax base by getting more people to pay 
up properly through more efficient 
mechanisms," said a senior source. One 
line of argument against introducing new 
taxes such as those on inheritance or capi- 
tal gains is that not only were general 
economic conditions in recent years un- 
favourable for the imposition of new 
taxes, but personnel shortages would have 
posed a serious setback to effective collec- 
tion of new taxes. 

Tax revenue as a proportion of GDP 
has risen from 13.5% in 1982 to 15.1% in 
1983; officials are confident. the 16976 
target for the end of the fifth plan will be 
easily met or surpassed. The increase in 
the composition of direct tax from about 
18% seven years ago to more than 23% 
last year is a significant development. 

Notwithstanding the likelihood of 
meeting the broad revenue-mobilisation 
target, the government's failure so far to 
institute reforms in the state-enterprise 
sector is causing concern both in Bangkok 
and Washington. A cabinet decision in 
October 1982 to raise the service prices of 
five utilities — to cut their heavy losses — 
was stalled after the government was 
forced to rescind a Bangkok bus-fare in- 
crease following student and labour pro- 
tests. The only success was a nationwide 
train-fare increase last year, but it was far 
smaller than originally intended. 

The authorities have yet to act on a new 
package of reforms, proposed by the 
policymaking National Economic and So- 
cial Development Board (NESDB) and 
approved in principle by the cabinet in 
early January (REVIEW, 19 Jan.). There is 
little doubt that the dissolution of six fi- 
nancially ailing enterprises, proposed as a 
last resort if other solutions for improve- 
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period to raise what were, until they 
realistically low subsidised oil pric 
government further managed to correct 
the distorted price structure of various 
petroleum products alongside the oil- 
price decreases in 1983. As a result, an oil 
price-subsidisation fund, which was in de- 
ficit for several years, turned into a surplus 
in October. However, the formulation of 
the master plan on medium- and long- 
term energy strategies is being delayed. 


Art: case of delay is the establishment 
of a Thailand Development Institute 
(TDI), patterned on Seoul’s Korea Deve- 
lopment Institute. Designed as a policy- 
oriented research arm to support the 
NESDB in major research work and feasi- 
bility studies, TDI originally was sche- 
duled to be set up in the middle of fiscal 
1983 (which ended last September) with 
funding from the first SAL. 

It was later found that the use of the 
World Bank money, translated into part 
of the Thai Government budget, would 

ally impose on the institute a state-en- 

prise status. This in turn would lead to 
racious restrictions which would run 
counter to the very objective of making it 
independent and able to pay high salaries 
to attract qualified staff. Authorities have 
now decided to opt for funding from the 


A Consequence of the slow and uneven 
start of the approximately 20 main studies 
in the five arez policy reform will prob- 
ablabz deify in the third SAL. The 
World Bank official in Washington said a 
mission will visit Bangkok soon to assess 
progress, and negotiations for the third 
loan — of US$175 million — will begin 
around August-September. The Thais 
hope to obtain the third loan within the 
current fiscal year but the bank is sceptical 
about the time frame. In the bank's view, 
a rcalistic date for disbursement of the 
loan is around the end of this year. 

Privately, Thai officials are not too con- 
cerned over whether additional World 
Bank funding for this purpose is forthcom- 
ing. With Thailand's relatively good credit 
rating. the country can easily borrow from 
other sources and possibly at an interest 
rate lower than that charged by the bank. 
However, there is a consensus in Bangkok 
that the country benefits from the bank's 
technical expertise and its often relentless 
efforts in prodding Thailand to follow con- 
ditions 

Given the government's firm commit- 
ment to continue reforms and the fact that 
the bank is impressed by achievements so 
far, more SALs are likely to follow. but 
whether the original plan for five loans 


Canadian International Development | over the entire fifth-plan period will stick 
Agency, and the institute is expected to | remains to be seen. o 
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the upcoming 11th yen loan — a first step 
which will lead to detailed negotiations 
later — indicates that, despite Samak's 
objection, the government is pursuing the 
original plan until the seaboard committee 
decides otherwise. 

Notwithstanding the unresolved com- 
plications, Samak's action has brought 
into the open the broader and more sensi- 
tive question of whether Japan — using its 
Official Development Assistance through 
the OECF — has been exploiting develop- 
ing countries such as Thailand or is 
genuinely contributing to their economic 
development. 

OECF financing, which carries a 20- 
year repayment term and a 10-year grace 
period at 3?5 annual interest, operates on 
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Bangkok's airport: charges of discrimination over development 








two sets of conditions. Only consultants 
from Japan and developing countries are 
eligible to provide engineering services — 
a condition which obviously gives Japan- 
ese firms a clear edge. However, loans for 
procurement of equipment and civil works 
are generally untied which means contrac- 
tors from all countries, both developed 
and developing, can participate. 

Samak claimed Japanese consultants 
tended to favour Japanese contractors and 
discriminate against others. Understanda- 
bly. his view is supported by Thai contrac- 
tors and those from the West. According 
to him. a Taiwan firm submitting the low- 
est bid for Bangkok airport’s first-phase 
expansion was disqualified in favour of a 
Japanese/Thai consortium, which bid 
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n ited States. These were. automatically 





d-the bidders’ subsequent resentment 
was hardly surprising. 







fie controversy died up by Samak 
has clearly put the Japanese in an awk- 
ward position. The embassy has refrained 
rom public reaction. Privately, sources 
close to the Japanese mission here took 
pains to explain that Samak's arguments 
“obi bly stemmed from a general m misun- 











claimed the winning contractor is 





ore because its equipment meets specifi- 
ns and its offered price is within the 
rgeted range. Many Japanese bidders 
r the airport's fourth-phase expansion 
'en offered to supply non-Japanese 
jq upment, they said. 

. On the question of the tied and untied 
'lements of OECF loans, these sources ar- 
sued that most developed countries use 
loans in their bilateral concessionary 
sistance and at best this is no better than 


-OECF terms. ad clear example is 




























) protocol Thailand signed with Fr- 
last December. 

During the signing ceremony here, 
mmai urged that when circumstances 
the bac Government should 


est Germany and the US; are a 
second and third respectively. — 
e Japanese loans cover a wide range 
rge infrastructure projects such as the 
ressways and airport expansion in 
kok and highway, hydroelectric and 
n schemes in the provinces. Of the 
tal OECF loan commitments, about 
24 billion has been contracted — 
Japanese contractors taking the high- 
share iie followed it Thai contrac- 















E rompt modificatió i Penins a set- 
ent of the issue, the Laem Chabang 
ect is being delayed. Five companies 
-short-listed from the engineering-services 
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By Wayne Gooding 
Toronto: Chinese Premier 
tour of Canada from 16-7 
Ottawa with high hopes | 
heralded open-door police 
Canadian manufacturers n 
Chinese markets. Althouy: 
rently enjoys a health: 
(US$803.21 million) surpi: 
trade worth about C$1.6 ^ 
the export earnings are 
wheat sales. Fully manufaci: 
count for less than C$10 
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| | trade mission, the Chinese « 
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ronto-based Spar Aerospa | 


earth satellite stations plu- 


hope this deal is a sign 

genuinely interested in Can. 
ogy, and that the contract | 
for negotiations under was 

chasing the contract for 
though Peking’s decision t 
something of a surprise and 


to coincide with the premic: - 


A number of Canadian . 
actively pursuing contra: 
technology goods with the ( 
include the Urban Trans: 
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study for a mass transit svs: 
and Canadair and i 


hai, 
both of which are anxious t 
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surveys, Peking has now expressed interest E 
in a military version. Canadair would sup- . 
ply the aircraft and another firm, possibly — 
Britain's Marconi; would add sophisti- 
cated electronics to turn itinto an airborne 7 
early-warnir g system: —— 
But apart from. the Spar deal, the only 
other fillip to Sino-Canadiat commercial 
relations arising from Zhao's visit was a 
foreign-investment  insurance-guarantee 
agreement signed with the EDC. This 
standard agreement allows Canadian in- 
vestors in China to buy insurance from the 
EDC against losses from expropriatic | 
war, revolution and the inability to rep p 
riate profits. It also sets up a mechanism 
for the two countries to resolve disputes 
and allows the EDC to spend local cur- _ 
rency in omnes shouid] itever have any such 
currency. KE 






















Buch of the- ‘economic promise ii 
Zhao's visit, however, lay in closely 
guarded. bilateral talks in Ottawa, before. 
he went on to Montreal, Toronto, Vàn- - 
couver and on a side trip to view Niagara — 
Falls. It is understood that the Chinese de- 
legation went into the Ottawa meetings 
with a bs as nine hdd ud projects in 
olet | | 





Canadian officials . are sitting üght on- 
the details for now, not wishing to alert 
competitors. elsewhere about the Oppor- 
i tunities. But there $a p! of optimism that _ 
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ou os since dt was M in 
1979, and it is scheduled: to run out this 
summer. 

Now the EDC, at the: invitation of the 
Chinese, is working on a more flexible 
plan, one that might allow for supplier cre- 
dits, forfaiting (purchase of promissory 
notes) and direct financing for Chinese | 
buyers. Talks on the new "arrangements. 
and. on er là ne Mica i siis de A 
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e TRYING to conjure up rational ex- 
planations for the daily movements of a 
stockmarket, most of all Hongkong’s, is 
never the easiest of exercises or, for that 
matter, the most useful. But recently the 
newswire writers have-had to be more 
than usually inventive in coming up with 
fresh explanations for the almost daily 
rises in the Hongkong Hang Seng Index. 

The most obvious example of this 
came when the market took in its stride 
an outbreak of civil disturbances, com- 
monly described in newsagency reports 
transmitted throughout the world as the 
“worst riots seen in Hongkong since 
1967.” And this at a time when Britain is 
widely reported to have handed back 


. Hongkong to China, sovereignty, ad- 


-+ 


ministration and all, though with the of- 
fered quid pro quo of a guaranteed 50 
years of capitalism after 1997. 
The answer to this apparent mystery is 
that markets are never that rational on a 
daily basis. Attempting to ascribe 
reasons for their short-term ebbs and 
flows is as futile as it is necessary to fill 
newspapers and newswires, though such 
media might be better advised simply to 


print prices. What cannot be denied, 


meanwhile, is the strength of Hong- 
kongs new year stockmarket rally, 


- | which has occurred a mere three months 


E) 


after a host of self-important Cassandras 
were predicting universal gloom and 
doom and the imminent redundancy of 
the Hongkong dollar. 

Then (in October) the index stood at a 
low of around 700. By 30 December it 
had recovered to 874.94 and since then 


— has appreciated 20.8% to close on 23 


E January at 1,055.81 in a rally that to date 


has seen no real bout of profit-taking. 
This has occurred on daily turnover four 
or five times the December average. 

What has happened to cause so 
dramatic and undeniable a change in 
sentiment? The answer, in Shroff's view, 
is best illustrated by an examination of 
the remarkably close correlation be- 
tween the movement of the Hang 
Seng Index and monetary growth in 
Hongkong. This is obvious from the 
chart. 

The view that liquidity in an economy 
is a vital guide to stockmarket trends is 
common enough among investment 
managers. But in Hongkong, the re- 
lationship seems particularly marked. 

By far the most important and bullish 
development to have occurred in Hong- 
kong in recent months, the dramatic in- 
crease in exports notwithstanding, has 
been the successful linking of the Hong- 
kong dollar to the US dollar. The result 
has been a dramatic surge back into 
Hongkong dollar deposits, as confidence 


has pen restored i in the local unit, and 


Ao 


* T3 
i Ui CRM ir ar 





Hongkong’s enigma variations 


transters made out of foreign-currency 
deposits. 

Growth in Hongkong dollar M3 was 
up 10.1% year-on-year at the end of 
November, the latest month for which 
figures are available. Moreover, the 
HKS$5.6 billion (US$1.1 billion) increase 
in Hongkong dollar deposits at banks 
and DTCs in November was the largest 
monthly growth on record. 

December money figures will not be 
out until mid-February but it seems 
likely they will show more of the same. 
Support for this view comes in the 24 
times oversubseription of a public offer- 
ing by HK-TVB, parent company of 
Hongkong’s top TY station, amounting 
in value terms to more than HK$6.6 bil- 
lion. Trading volume of up to HK$400 
million a day points to a further surge in 
Hongkong dollar liquidity. 

Looking more closely at the Hong- 
kong market, the best performers have 


FOLLOW MY LEADER 





“76 "72 qa "78 "80 “82  '84 
1 2 \all currencies)  2— MG (all currencies, including DTC deposits) 
3 - M3 (Hongkong dollars only) Source: GT Management (Asia). 





REVIEW DIAGRAM 


been industrial stocks. Newly issued 
F-vergo and Wongs Industrial have risen 
66.7% and 58.5% respectively since 30 
December to the close of trading on 24 
January, while last year's top performer, 
Atlas Industries, has appreciated 
another 43.5% to set against its 269% 
gain during 1983. These performances 
show that the Hongkong market now of- 
fers an increasing number of “quality” 
industrial issues. 

Many of these companies offer 
good growth. prospects; especially as 
their success tends no longer to be built 
on competitive wage costs but rather on 
quality control of the mass-production of 
electronic components. One of the best 
examples of this is Astec, the successful 
Hongkong subsidiary of BSR, the top 
performer on London's stockmarket in 
1983 where it is generally perceived as 
basically a Hongkong company. 

e NOT that the market rally has been li- 
mited to industrials. For the first time in 
at least two years selected property 


counters have oe performed nore most 


market seems to like c hina." 
















































notably those with relatively low gearing | 
and exposure to the lower end of the re- - 
sidential market where there are | | 
genuine signs of growing end-user de- 
mand. The best two examples of these, 
Swire Properties and Sun Hun Kai | 
Properties, are up 43% and 38.5% r 
spectively, while even  debt-ridt itl 
Hongkong Land has risen 2875. | 
A pickup in activity in the property 
market is clearly still far from vimm. 
into rising asset values, such is the latent 
debt burden and the continuing oversup ae 
ply in most sectors. Until that happens it - 
is hard to see Hongkong witnessing à - 
fully fledged bull market, like that which - 
saw the Hang Seng Index break through 
1,800 during 1981. But that does not pre- 
clude further advances ahead — some | 
brokers are now talking quite optimisti- 
cally about an index figure of 1.400. One — 
hurdle could be the 29 February budget | 
which may see higher taxes and, | 
perhaps, a government bond issue - - 
both of which would absorb liquidity. — 
The cautious will argue that political — 
risk limits the scope for any rally and - 
that, fundamentally, nothing has | 
changed on this front. That may be - 
theoretically correct but it ignores mar- i 
ket psychology, which has changed, | 
quite dramatically. Indeed, the marketis — 
responding positively to growing indica- | 
tions that an official announcement will 
be made in the coming months on Hong- - 
kong's future. The message seems tobe, |. 
better to know what "devil". you are - | 
dealing with — or to put it another way, | 
uncertainty kills stockmarkets. 3-1 
e FOR its own part, Peking is doing its 
best to whip up belief that itis prepared, — 
as it continually promises, toicallabrate d | 
in a capitalist Hongkong. Thus, the- 
Peking-controlled enterprise | Ever- 
bright has taken a major puntin the ter- | 
ritory's property market by paying upto | 
HK$1 billion in cash on a deferred basis — 
for blocks of residential units from a | 
Hongkong developer, International City. | 
Holdings, at a price of around HK$700a {| 
sq. ft, seen as a fair market price. The 
first large property deal for a long time, 
it has been interpreted all the more bul- | 
lishly because of the China connection. — 
The response was similar in the case of. | 
the 21 January announcement that . 
China-owned entities had bought 34.8% _ | 
of the existing shares of majorlocalelec- | 
tronics company Conic Investments and. 
were introducing their own manage- : 
ment. Recently out of favour with in- | 
vestors, Conic's shares rose more than - 
2096 on the first day of trading after mde Ji 
news broke. In these circumstances. - 
Shroff can do no better than record one | 
brokers incredulous comment: "The | 
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ouses over half of mankind. Everyday events are 
pening here that not only shape Asia’s future but af- 
the entire world. Asia 1984 Yearbook covers these 
ts, compiles analyses and interprets them. No 
inessman can afford to ignore them. Nor can any 
ive or scholar or anyone who has dealings with 
Decide for yourself whether any other single 
m puts the economic, social and political realities 
(S REOS pon ingeniips's as does the Asia Yearbook. 
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h Its 25th Edition 
Asia 1984 Yearbook, celebrating its 25th anniver- 
igger and more comprehensive than ever be- 
Matching the rapid pace of Asian development, we 
ione into greater detail, with deeper insight, to pro- 
e-a book that anyone who has any dealings with Asia 
uld have on the bookshelf. 
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Instruments of control 


Indonesia's central bank will introduce discount facilities 
and certificates of indebtedness to stabilise the market 


By Manggi Habir 

Jakarta: Complementing  Indonesia's 
1983 bank-liberalisation policies, Bank 
Indonesia (the central bank) will soon add 
two new monetary instruments to its array 
of monetary controls — discount-window 
facilities and Bank Indonesia certificates, 
or SBIs (Sertifikat Bank Indonesia). The 
measures, which are meant to replace 
more restrictive credit ceilings in force at 
present, will allow Bank Indonesia to 
manage the money supply and influence 
interest rates. 

This will be done through the issue and 
purchase of SBIs, while the discount win- 

low will allow banks with emergency 
iquidity problems access to temporary re- 
lief funds at close to market interest rates, 
thus stabilising sharp movements in mar- 
ket rates. 

In a bankers’ dinner address, central 
bank governor Arifin Siregar explained 
that the discount-window facilities — av- 
ailable to all commercial and development 
banks — will comprise two windows. The 
first is designed to assist banks in their 
daily fund management, allowing them to 
borrow short-term money for up to two 
weeks at a specified discount rate. Exten- 
sions, though discouraged, are possible up 


to a maximum of four weeks, but at a 
higher interest cost. 

The second window carries longer two- 
month terms with possible extensions up 
to four months, also at higher interest 
rates. This facility will offer some cushion 
for banks extending long-term loans fi- 
nanced with short-term funds, and should 
ease pressure On those banks which re- 
cently had the term of their funding 
sources shortened as short-term rupiah 
deposits replaced long-term liquidity cre- 
dits from Bank Indonesia. There was con- 
cern that, with the drop in liquidity credits 
subsidised by the central bank, banks 
would reduce the portion of long-term 
loans vitally needed to finance investment 
projects. 

Rates carried by these two discount 
facilities will be close to market rates — 
amounting to the weighted average of 
bank time-deposit rates plus a margin — 
differing significantly from Bank In- 
donesia's liquidity credits, which carry 
subsidised rates. Arifin emphasised their 
different functions, reminding bankers 
that “unlike the liquidity credits, discount 
windows will not be a long-term or perma- 
nent source of funds, but are designed to 


wc" 


be a form of temporary assistance pro- 
vided by the central bank as lender of last 
resort." 

Banks with excess funds will also be 
able to purchase SBIs. These one- and 
three-month certificates of indebtedness, 
carrying market interest rates, will allow 
Bank Indonesia to conduct open-market 
operations. Although only banks and non- 
bank financial institutions can directly 
purchase SBIs from Bank Indonesia, the 
certificates may be traded among banks 
and the public. 

These measures had been expected for 
some time. For more than six months after 
the credit-ceiling restrictions were lifted, 
Bank Indonesia had no effective mone- 
tary controls in place — a situation the. 
government could not afford, considering 
Indonesia's open exchange system. 

The sluggish domestic economy helped 
dampen inflationary pressures last year. 
But it also led to limited lending oppor- 
tunities, resulting in a build-up of idle 
funds, which normally are placed abroad. 
Trying to limit any such outflow, Bank In- 
donesia late in 1983 boosted rates on 
rupiah placements in excess of central- 
bank reserve requirements to 13%. 

The new monetary instruments will 
allow Bank Indonesia to maintain attrác- 
tive rupiah interest rates to ensure a suffi- 
ciently high interest differential with the 
US dollar. This, it is hoped, will encour- 
age rupiah holdings, preventing large 
movements into US dollars and stabilise 
the rupiah-dollar exchange rate. And, 
though rupiah interest rates are expected 
to remain high, interest fluctuations are 
expected to be minimised. oO 





Partners 
no more 


Singapore’s POSB pulls 
out of a joint venture with 
Banque Nationale de Paris 


By Lincoln Kaye 

Singapore: For the second time in a 
month, a Singapore Government-con- 
trolled bank has bowed out of a merchant- 
banking joint venture with a foreign bank. 
This time, the state-run Post Office Sav- 
ings Bank (POSB) has sold its one-third 
stake in merchant bank BNP (Southeast 
Asia) back to its parent company, Banque 
Nationale de Paris. The consideration, 
based on the merchant bank's paid-up 
capital of S$12.5 million (US$5.9 million) 
plus accumulated profits, is estimated at 
more than S$4.7 million by banking 
sources. 

Earlier in January, the 49% govern- 
ment-owned Development Bank of Singa- 
pore (DBS) sold out its 50% stake in a 
joint-venture merchant bank with Japan's 
Daiwa Securities (REVIEW, 19 Jan.). 
While the DBS withdrawal was in order to 
pursue merchant-banking business more 
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POSB branch: concentration on retail business. 


activcly on its own, according to industry 
observers, the POSB has no such plans. 
Rather. it wants to concentrate on the re- 
tail-banking side, where it has inherited an 
extensive branch network through its his- 
toric associations with Singapore's Post 
Office. 

Retail banking has remained POSB's 
strong suit since it cut loose from the 
postal service and incorporated indepen- 
dently in 1972; for instance, it now makes 
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25% of Singapore’s housing loans. Late in 
1983, the POSB bowed out of another 
non-retail banking venture when it sold its 
50% stake in an insurance subsidiary to 
Keppel Shipyard. 

BNP (SEA) is neither among the largest 
nor the most active merchant banks in 
Singapore. In 1982 it showed total assets 
of S$174 million, less than 7% those of 
league leader Toronto Dominion, while it 
ranked 31st in profitability. 
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By Brian Robins 
nberra: If Australian Treasurer Paul 
I Keating has his way an additional four to 
x banking licences may be issued, an un- 
sy pecified number of them going to foreign 
banks. The creation of the new banking li- 
ce nces was a key recommendation of the 
Martiñ inquiry, which reported on how 
he recommendations of the Campbell in- 
quin into Australia's financial system 
nould be implemented (REVIEW, 22 Dec. 
^83). 
- The Martin inquiry's report is already in 
the hands of the federal government and is 
expected to be released soon. Other prin- 
à cipal recommendations of the committee 
are not known at this stage, though some 
. may have been weakened by the govern- 
ment’s recent surprise move to float the 
Australian dollar — a decision which has 
since been vindicated. 
Ai At the time the decision was taken to 
float, there was heavy capital inflow on 
th e back of intense speculation over an up- 
W rd move in the currency's value. Since 
the currency was floated, however, the 
Australian dollar has weakened consider- 
ab ; and is now trading at around 
$1. 1:USS$1. 
BE cating’ s comments supporting the 
Martin committee's recommendation of 
the introduction of foreign banks were 
made when he was being interviewed on 
commercial radio — ironically by John 
H Ioward, federal treasurer during the gov- 
a of Malcolm Fraser. Howard him- 
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Singapore: Bargain-hunters from else- 
wi ere in the region, capitalising on the 
ngapore market’s recent weakness, have 
b been able to pick up major properties and 
 property-related equity stakes here at 
| hy that would have been unthinkable a 
ear ago. Malaysian tycoon Yap Yong 
eong, for example, bought out Philip- 
ine magnate Enrique Zobel’s 46% stake 
E unn Hotels, owner of the prime- 
sited Hyatt Regency, at $$4.08 (US$1.92) 
a share — which just about covers the 
. underlying land at its S$157 million official 
3 valuation, so that the 1,124-room, five- 
star hotel building amounts to a bonus. 
| — Meanwhile, realtor Ho Kok Cheong's 
-. $$10.9 million in tax arrears forced him to 
avert a court-ordered winding-up of two 
of his property-development companies 
by up Hering. his 3176 stake in a mu com- 
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l The. Australian treasurer hopes to issue up to six new 
icences — some to foreign banks, despite opposition 


self privately supported the :: «: uction 
of foreign banks into Australi ili. 
surer, though there was sti! | p^ sition 
among some members of the |. | beral 
coalition government. Nor ! p» on 
to such a move any less stiff wii in | 1e pre- 
sent Labor government of Prin > sister 
Bob Hawke. 

Discussing the possible ent reign 
banks, Keating said there cou!) n- or 
two consortia of Australian | . Kk. ipply- 
ing for a banking licence, and |. h. nsor- 
tia would not give existing ^ | ks much 
competition. “Obviously, a st cig! reign 
bank would mount much m essing 
competition on our domestic bork» ihan a 
new Australian licensee," Kc. uid 

Before any decision was li. n on 
foreign banks, the governi nt would 
carefully weigh the situation |. suid. 
Hawke also has expressed tho ^ \ ‘hat 
foreign banks would spice up Mon 
for domestic banks. “I think | vo: look 
back to the Labor governmen!- | | rmer 
prime ministers Jim] Scullin. | 322 Chif- 
ley and [Gough] Whitlam tha rivate 
banks weren't entirely unassv« (0. with 
the demise of those go. 10.n!is." 
Hawke said. 

"So I don't think that any | | \ 
leagues in the Labor Party shoo | « 
great philosophical or ideolog.: 
ment to maintaining the secu). | }« sition 
of those banks. I mean, I woul | n |i! sur- 
prising if any of my colleague: :/^ — ring 
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Singapore 's fire sales 


Je e bol prices are attracting Asian investors to 
irchase both buildings and the companies which own t ver) 


pany at the same price rejecte |; «d 
1982 takeover bid. Even this íi | s. ^ was 
not enough to bail out the cas) t | pped 
developer: at the same timc. | 11d to 
press for payment from Hongk `na | 
Aloysius Chu, the purchaser o... > 
priced 70% of the retail space | 1 | |: 
Katong shopping complex. 

In the Sealion acquisition. ^; | O 
managing director of two Mal: ~a ) 
panies, the property-oriented | it: | 
solidated and TDM, a planta! 0: 
acted in his private capacity || « 
with banker Datuk Mohan. 
Yusof and an unnamed third | | | 
lieved to be a Singaporean. 

Rumours of a Sealion sale | c 
lated for months, climaxing in |) 
when trading in the stock was |.» 
include h ‘hier 
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Hawker no brief for the banks. 


into caucus with a great brief for those 
banks,” said Hawke. 

The prime minister's remarks were 
aimed at the leftwing opposition to any 
such move within the Australian Labor 
Party. The leftwing has, however, been 
successfully out-manoeuvred by Hawke 
since he led the party to power early in 
1983. 


hile the government has yet to take a 

decision on banks, as a consequence 
of the move to float the Australian dollar, 
Keating has confirmed that it intends in- 
creasing the number of domestic foreign- 
exchange operators, though again, no in- 
formation is yet available on just how new 
licences will be issued. 

Any move by the government to lift the 
level of competition for domestic banks 
could not be opposed by them as long as 
other controls were raised. Primarily this 


Khoo Teck Puat, Singapore's United 
Overseas Bank, the Hong Leong group 
and a director of the company which holds | 
the local Hilton. Yap was scarcely < 
reckoned to be in the running until he paid 
a New Year's Day call on Zobel in Manila 
and sealed the deal, reputedly with the 
backing of Sealion's franchiser, Hyatt In- 
ternational. 

Yap and his associates have other hotel 
projects in Malaysia — one each in Ipoh 
and Malacca plus a new, 700-room deluxe 
hotel now being built at a cost of about 
M$150 million (US$64.24 million) in Kuala 
Lumpur. With the acquisition of the Hyatt 
Regency, where he will keep an office, Yap 
said he has plans for a regional hotel chain. 

With 46% of Sealion in hand, Yap's 
partnership will be obliged, under Singa- 
pore's takeover code, to make a bid for 
the rest of the company's stock. Although 
the S$4.08 price tag represents a 66 S cent 
premium over Sealion's pre-suspension 
share price, the counter had been trading 
earlier in 1983 as high as $$4.58. But it suf- 
fered a 27% slump in pre-tax profits at 
half-time in 1983, which dragged the share 
price down and perhaps partly accounted 
for Zobel's disaffection. The influential 
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operations of saving banks 
ing interest to be paid on current accounts. 
The domestic trading banks; whose 


‘number has dwindled from five to three in 


recent years, have been increasingly ex- 
panding offshore operations; but this has 
proved difficult because of constraints 
placed on access to the Australian finan- 
cial market by overseas banks. Recently, 
United States Sen. Jake Garn introduced 
reciprocity legislation into the US Senate, 
aimed at preventing Australian banks 
from obtaining approvals for any further 
US branches owing to the lack of Austra- 
lian access for US banks. Garn and other 
US officials recently visited Canberra to 
discuss the matter with Australian offi- 
cials. 

While the Garn legislation undoubtedly 
will be watered down during its progress 
through the US Congress, it will nonethe- 
less serve to further force the Australian 
Government's hand when considering the 
introduction of foreign banks. 

While the government is expected ulti- 

itely to decide to allow foreign banks to 

tain local banking licences, it also is 
keen to encourage new domestic groups to 
apply for additional licences. The large 
pastoral and industrial concern, Elders 
IXL (which recently obtained control of 
its own then controlling shareholder, 
Carlton and United Breweries), has often 
expressed its desire to obtain a banking li- 
cence. 

A stumbling block, however, is the limit 
on bank shareholdings — no more than 
10% of the capital is to be held by any one 
group. This limit has also blocked the big 
life-assurance offices, such as the AMP or 
the National Mutual, from adding bank- 
ing services to their already broad array of 
financial services. 
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Year's Day deal 


Zobel: M 





come out ahead on Sealion — he first ac- 
quired his stake at $2.13 a share in 1977, 
one year prior to the company’s public list- 
ing in a 17-times oversubscribed issue. 
Ho has not fared nearly so well in his in- 
volvement with Leong Huat, a money-los- 
ing steel mill-cum-property company from 
which he now finds himself forced to sell 
out at $$2.40.a share the entire 51% stake 
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Alcoa counts interests 


Aluminium group Alcoa of Australia re- 
ported a 4.9% slip in net profits to 
AS58.1 million (US$52.6 million) in the 
year ended 31 Dec. 1983. The results 
were hit by a sharp jump in tax payments 
and a big increase in interest charges. 
The latter rose to A$100.8 million, up 
from A$63.4 million in the previous 
year. 

At the pre-tax and -interest level, 
earnings rose 28.4% to A$234.4 million 
against A$182.5 million previously. But 
the tax bill rose to A$75.5 million from 
A558 million previously. Revenue for 
the year rose 3.7% to A$994.9 million 
(A$959.5 million previously). The de- 
preciation provision edged ahead to 
A$78.7 million (A$77.3 million in the 
previous year). — BRIAN ROBINS 


Wearnes slips 


Recession and the loss of a major au- 
tomotive franchise slashed Singapore’s 
Wearnes Bros’ turnover for the year 
ended 30 Sept. 1983 to $$73.9 million 
(US$34.7 million) against $$137 million 
in the previous year. Wearnes is a diver- 
sificd group with trading, manufactur- 
ing. engineering and property arms. 
High interest income on its bank depo- 
sits and S$5.7 million in revenues from 
property and investment sales partially 
compensated for its trading setbacks, 
making for anet dropof only 10% in pre- 
tax profits of S$9.3 million. The direc- 
tors declared an 8 S cent year-end di- 
vidend. The company looks forward to 


that hc amassed since 1981 at prices as 
high as S$7.90 a share. The losses he now 
faces amount to a penalty for failing to 
make a general takeover offer as he built 
up Leong Huat holdings far in excess of 
thc trigger pointspecified under Singapore's 
takeover code (then 20% , now 25%). Asa 
result, all his Leong Huat shares have 
been under a three-year trading ban im- 
posed by the regulatory Securities Indus- 
try Council (SIC) in December 1981. 

Under preconditions set by the SIC for 
the release of Ho’s Leong Huat shares, 
they must be sold for cash as a block by 
public tender to a bidder who can show 
himself financially able to then extend a 
general offer for the rest of the company’s 
stock — a tall order, but feasible at the 
right price. 

The eventual winner of the tender, 
which closes on 9 February, gets to buy a 
coveted public listing quickly and cheaply 
without submitting to a Singapore-style 
new-share issue (REVIEW, 26 Jan.). Un- 
fortunately for. Ho, the low share price 
nets him only S$9.3 million, rather than 
the S$11-15 million he declared himself to 
be hoping for at various stages in his long 
regulatory wrangles. 

Still, the cash comes in handy in light of 





diversification of earnings in the coming 
year through its new ventures into elec- 
tronics, agri-technology and China 
trade. — LINCOLN KAYE 


Satisfied Ssangyong 
South Korea's Ssangyong Cement en- 
joys the prospect of continued exports 
and domestic-sales growth over the next 
few years and a healthy profit outlook. 
As at 30 Nov. 1983, total sales of cement 
were up 11.8% from a year earlier, and 
the company expected total sales and net 
profit for 1983 to amount to Won 500 bil- 
lion (US$632.9 million) and Won 10 bil- 
lion respectively, 18.6% and 133.6% 
higher than the previous year. 
Ssangyong is the world's largest pro- 
ducer of cement, accounting for 49.1% 
of South Korea's domestic production. 
Its single overseas plant in Singapore 
now accounts for 22.4% of Singapore’s 
cement sales. — PAUL ENSOR 


A rubber rebound 


United Malacca Rubber Estates of 
Malaysia has reported a marked im- 
provement in earnings for the half-year 
ended 31 Oct. 1983. Pre-tax profit 
climbed 68% over the previous six 
months to M$6.25 million (US$2.7 mil- 
lion) and investment income also im- 
proved 5.7% to M$690,457, a result of 
portfolio diversification in recent years. 
Reflecting the general improvement in 
plantation-sector half-year earnings at 
the end of 1983, rubber-price levels 
lifted profits despite the company's re- 
duced production yields. — JAMES CLAD 


Ho's S$10.9 million outstanding tax. bill 
and the S$5 million he still owes the gov- 
ernment's Urban Redevelopment Au- 
thority, from which he acquired the site of 
his new shopping complex: But the Leong 
Huat proceeds seemed too little, too late 
in mid-January, when Ho's two develop- 
ment companies appeared to have 
exhausted judicial patience with a series of 
tax-deadline extensions dating back to 
mid-1982. 

Chu came to the rescue with the pro- 
mise of a prompt S$27 million payment on 
the S$100 million worth of shop space he 
bought in the complex (though the bulk of 
the proceeds from People's Park, Katong, 
do not actually fall due until completion of 
the project in the second quarter). 

Chu's purchase of 70% of the retail 
space in the S$150 million complex 
amounts to a discount of nearly 15%, 
which market observers ascribed partly to 
Ho's liquidity crisis and partly to the flag- 
ging fortunes of Singapore's property sec- 
tor. How successful the Hongkong lawyer 
proves in profitably letting the shop space, 
situated in a residential district some dis- 
tance from the commercial hub of the city, 
will be watched by other nervous develop- 
ers and property investors. rR 
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ix HONGKONG: Share prices extended the surge of 
2 the previous period, bolstered by positive develop- 
‘ments in the property sector. The Hang Seng Index 
 gaiffed sharply throughout the period to finish at a 
high of 1.055.81, up 80.64 points on the previous 
_ close. Trading volume was a relatively heavy average 
.. of HK$345.6 million (US$44.3 million) a day. News 
= ofthe collapse of second liner Goodyear Estates was 
E eclipsed by reports of the China-controlled Ever- 
bright Industrials offer to buy HK$1 billion-worth of 
residential flats, favourable response to a govern- 
—. ment land auction, the China Resources/Bank of 
China move to acquire a controlling stake in an elec- 
tronics company. Conic Investments, and the larger- 
— than-expected oversubscription to shares of newly 
_ floated HK-TVB. Banks decision to cut prime lend- 
ing rates by one percentage point also helped. 


— SINGAPORE: The net gain of just 12.82 points (to 


6,014.83) on Fraser's Industrial Index over the 
— period reflected a balancing-out of active trading in 
. selected stocks against a mild corrective downtrend. 
 L & M.a specialist construction firm which had made 
its matket debut at S$1.35 (63 US cents) (Shroff, 
REVIEW, 26 Jan.) climbed to S$4.66 by the 
od s close. Singapore Land shed 25 S cents to 
_ S$5.45 when it was revealed that its executive di- 
. rector had sold out a sizable stake. New Straits 
| Times and Times Publishing each gained 80 cents, 
to S$16.40 and S$10.50 respectively. But for most 
_ shares, the period mirrored Wall Street's drift. 


-KUALA LUMPUR: After gaining 12% in the past 


two months the market entered a consolidation 
phase. Brokers generally described the pause as en- 
1 couraging. After the Lunar New Year the stockmar- 
. ket usually experiences short but sharp selling-off, 
and the cashing-in on recent gains during the latest 
= period has partly discounted this tendency in ad- 
A vance. Turnover during the period declined by 20% 
to 76 million units (compared with the record 93.2 
 million-units in the previous period) and value turn- 
over dipped to M$255 million (US$109.2 million) 
| from the previous M$294 million. Most analysts ag- 
— reed that the market — which seemed set to exceed a 
. monthly value-traded mark of M$1 billion in January 
= — is now operating almost independently of Wall 
— Street, where trading provided few leads. 


Pi AUSTRALIA: The strength of the Australian mar- 


= ket continued, with the Australian All-Ordinaries 
Index rising another 12 points to finish at 777.6 by the 
. close of trading on-23 Jan. Much of the gains were 
. due to renewed buying of resources stocks, which 
. have been in the doldrums for some time. Even with 
| the stronger buying trend emerging, the index could 
i . not sustain rises seen over the period, and by the 
. close, the index was almost five points off the high of 
781.5 reached on 19 Jan. 


— .NEW ZEALAND: A technical reaction following 


. the previous period's run through the NZUC Index's 
. 1.400 level persisted for most of the latest period. It 
was intensified by uncertainties still surrounding NZ 
Forest Products’ (NZFP) bid for a further 40% of 
Wattie. A threat by the stock exchange to suspend 
., NZFP over me terms of its offer was countered by an 
inc. cbr n ae iot AOS te: E 
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ost of Asia is flat 


= HONGKONG outperformed other markets in the region inthe > i 
signs of recovery in the property sector. By cofaparison, most... oi 
= Manila the biggest loser. Australia was the only other market to 
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| substantial gains. 
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injunction obtained | | 
doing sa, By the end > | 
ing steadiër, with Dicir 
dull, with anothe: 

counted and having | | 


TOKYO: The mai... ily receded during the 
period from its high |. (on 17 Jan. to close the 
Nikkei-Dow Jones «ır: : at 10,070.98, some 85 
points below the rec | 1^ in the period. Volume 
also declined as in. 01 aught their breath after 
the 10.000-point los. | +u rc iched two weeks ear- 
lier. Many brokers s... ||. cirection period will be 
short as foreigners 5) nuir interest. During the 
second week of Jani. r. ien purchases on the 
market's first secti) ci hod the second-highest 
weekly total ever al : billion (US$753.22 mil- 
lion). Japan's econo) ro tors are nearly all en- 
couraging and some . ^ is expect the market to 
reach 11-12,000, mi ^ peculative purchases. 


BANGKOK: The pp- o1 period's rally, triggered 


by alate buying spurt |: >». | u ansitory and the mar- 
ket succumbed to ano = or) cul of bearish sentiment. 
main factor wis \ une tight money condi- 
ted by the approaching 

fshore interest rates 


Company preventing. it 
ic uod, things were look- 
tirming. Oils remained 
olfshore already dis- 

| BRAN. 


tions in the market.c «e | 
Lunar New Year. In IT 
were well below don ~ - as commercial banks, 
for the most part. ic : vn | om tapping overseas 
markets and resorted |. lo ol deposits, in anticipa- 
tion of a further curre: d iliation. The stockmar- 
ket has been direct ||: | is no new funds have 
been channelled in 


TAIPEI: The index «1: | 


Jan., defying analysts ve’ 
would prove a psycho x 
Share prices subsequ. o |. 
at 791.49 for the pei: | 
though some institutis | | 
the index reached its 1: hh 
played a greater role \s | 
proaches, availability © 1u) 
institutions. Analysis |.» 
ket was due for a mild ¿»1 


SEOUL: The bullish: o| 


ate rally. The compo: 
to 119.57 and average (|... 
million shares. Brok tuted the continuing 
confidence to expecto iv ^vernment moves to 
stimulate the market. | » —« stricter controls over 
property speculation. | ¿o | uld draw more funds 
into securities. The :| ^: ^e cuts announced 
early in the period fu: l:cred prices. 


MANILA: Declines tod price changes in 


sluggish trading as in). « ivaited a government 
decision on whether t. iv : luc the peso or adopt a 


' a record 804.13 on 19 
tons that the 800 level 

Darrier for investors. 

with the index closing 
less than a point. Al- 
"tors took profits after 
ther factors apparently 
"| unar New Year ap- 
-ontracted in financial 
ied out that the mar- 
ION 


\ntinued with a moder- 


viose by 0.9 of a point 
„volume moved up to 13 


Ur] 


multiple-rate system. |Le ining index fell 31.58 
points to close at |.|' | 1c the commercial-in- 
dustrial index eased |) » point to 146:23 and the 
oil index lost 0.007 oi. » «it 10 1.034. Only 153.5 


the smallest volume so 
o! the Sampaguita-3-A 
-enerally ignored by 


million shares changcc | on | 
far this year, as the sp: | 
well off the Spratley is |. | -— v 
speculators. 


| 10 23 Jan., helped by 
¿> took a beating, with 
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Aust. All-Ordinaries Inde 
Jan. 17 
Jan. 18 
Jan. 19 
Jan. 20 
4.29.2 aie SR 4 
Change on week  . +1 
Jan.23 % change 
AS on week 
Amatil 361 cm 
Ampol Exploration 423 
Ampol Petroleum 1.87 
ANZ Bank SAT 24. Ty 
Australian Cons. Ind 1.88 05 
Australian Guarantee 3.05 +23 
APM 2.46 +21 
Boral 3.49 -06 
Bougainville 244 24 
Brambles Ind 3.32 +41 
BHP 13.88 +07 
Burns Philp 3.43 +33 
CIG 1 3.04 +20 
Carlton United Brewery 3.83 — 
Coles GJ 3.92 -03 
Comaico 310 +51 
CSR 4.24 +37“ 
Ounlop Australia 1.72 +18 
EZ Industries 5.97 34 
Elder Smith GM 439 +33 
Hardie J. 370 0.8 
Herald & Weekly Times 3.25 «38 
ICI Australia 241 +21 
Lend Lease Corp 4.93 +10 
MIM Holdings 3.58 +03 
Myer Emporium 2.05 +10 
North Broken Hill 3.11 +22 
Peko Walisend 5.75 +40 
Pioneer Concrete 1.88 -16 
Santos — — 
Smith H. 4.35 +24 — 
Thomas Nationwide Trans 2.48 +04 — 
Western Mining 4.07 +10 7 
Westpac 4.04 +15 
Woodside 1.09 -27. 
Woolworths 273 +19 





Jn. 17-2 es ee ee 
Jan. 18 1,01 
Jan. 19 1,02 
Jan. 20 1,03 
don: 28 ee 1G 
Change on week 1  J— .. -*& 
P" Jan.23 . "echange 
HKS on week 

Associated Hotels 0.80 -14.0 
Atlas Ind. 8.25 +17.0 
Bank of E.A 24.00 +86 
Cheung Kong 9.45 +6.2 
China Light 13.20 +65 
Conic 123 +30.9 
Evergo 4.625 +15.6 

F E. Consortium 0.62 *16 

F E Hotels 077 +13 
First Pac. Holds. 4.40 -11 
Grand Marine Suspended = 
Great Eagle 0.50 -153 















G Island Cement 
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11.20 
2.00 
45.75 
6.20 
1.29 
6.25 
61.50 
4.35 
3.70 
8.70 
22.90 
4.375 
39.00 
2.25 
225 


' 0.89 


16.60 
0.67 

13.50 
8.95 
1.76 
7.60 
3.55 
2.525 
3.475 
2.925 
1.45 
6.50 
6.75 

18.00 
1.01 
0.31 
2.95 
3.70 
1.85 
240 
645 
1.81 


*120 63 
-24 70 
+64 40 
+51 8.5 
#173 62 
+6.8 59 
+88 25 
+42 38 
(16.5 3.2 
+8.1 63 

«9.0 44 
*99 3.8 

*111 67 
— 18 
+11 96 
+25 31 
+6.3 45 
+47 5.0 
+10.5 95 
23 60 
— 382 
+92 65 
*1.0 10.1 
+94 69 
+10.4 68 
+912 98 
+184 71 
6.5 46 
+63 2.0 
114 — 
+26 11.5 
+88 81 
0.5 -— 
*116 33 
75 67 
23 6.6 





Nikkei-Dow Jones Average 
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ama House 

bara Mfg 

ji Photo Film 
jitsu 

wa Real Estate 
Machi 


MOL 

inima Const 

neka 

90 Soap 

lashiyama 
"in Brewery 

i»matsu 


magai Gumi 
| atsushita Elec Ind 












10,155.57 
10,100.23 
10,098.41 
10,104.07 
10,086.03 
10,070.98 
-0.79% 
Jan.23 %change Pie 
onweek ratio 
-27 43.4 
-6.6 19.1 
-3.0 88.4 
+34 466 
-32 43.1 
+14 30.5 
41 25.8 
+17 31.0 
-3.8 277 
— 157 
-0.8 38.0 
1.1 732 
+19 31.4 
09 30.6 
-37 21.4 
+57 62.5 
-3.1 127 
-32 60.9 
-21 303 
-2.1 16.9 
-20 253 
— 560 
-17 10.5 
-16 30.8 
+21 241 
-40 31.0 
-37 509 
-50 34.5 
*0.7 402 
-24 mres 
-0.2 40.9 
-0.8 118 
— 47.3 
-0.6 35.8 
-41 26.8 
15 148 
-1.9 51.0 


Sanko Steamship 
Sankyo Pharm 
Sanwa Bank 

Sekisui Prefab Homes 
Sharp 

Shiseido 

Sony 

Sumitomo Bank 
Taisei Const 

Takeda Chem Y 

Tokio Manne and Fire 
Tokyo Elec. Power 
Toray 

Toto 

Toyo Kogyo 

Toyota Motor 
Yamaha Motor 


NEW ZEALAND 


49 — 
19 20.9 
74 40.1 
33 143 
07 35.2 
38 212 
2B 318 
12 278 
26 129 
09 294 
49 34.1 
46 15.1 
23 357 
07 253 
0 172 
35 166 





NZUC Index 


Jan. 17 
Jan. 18 
Jan. 19 
Jan. 20 
Jan. 23 


Change on week 


Alex Harvey 
Bnerley 

Carter Holt 
Dominion Brewenes 
Feltex 

Fletcher Challenge 
Lion Breweries 

NZ Forest Products 
NZ Oil and Gas 

NZ South British 
NZ Steel 

UEB Industnes 
Wattaki NZR 
Wattie 


MANILA 











— 1,386.73 
— 1,382.51 
— 13AN 
— 1S27ARME 
—— 1579TA 
—. —0.9496 
"echange % 
onweek yield 

-46 32 
47 22 

27 
= 5.4 
86 43 
30 52 
13 54 
50 36 
67 -— 
05 37 
06 5.7 
46 6.8 
12 5.1 
33 25 


PHILIPPINES 


Manila Mining Index 


Jan. 17 n 
Jan. 18 - 
Jan. 19 
Jan. 20 - 
SRM Lo 
Change on week . . = | 
Jan. 23 
Peso 
Acoje Mng - 
Atlas-B 49.00 
Baguio Gold-B 
Fil-Am 
First Holdings 2.90 
Lepanto-B 0 092* 
Marcopper 0 96 
Marinduque-B - 
Philex-B 019 
PLDT 51 00 
Phil Overseas 0013 
Pioneer-B 0 002 
Podco-B 0.0031 
San Miguel-B 22 125 
W Minolco-B 0.001 


1,211.85 
1,211.85 
1,179.78 
1,183.79 
1,192.29 
— 2.5896 


"echange % 
on week 


30 v 


«107 = 
+66 5.9 


SINGAPORE 


Fraser's Industria! Index 


Jan. 17 
Jan. 18 
Jan. 19 
Jan. 20 
Jan. 23 








6,021.44 
6,048.50 
6,064.30 
6,054.05 
6,014.83 

+0.21% 


SS 
Benunta: 5.20 
Boustead 3.08 
Cold Storage 5.05 
C&C 5.55 
Dev Bank of Singapore 10.40 
Dunlop Estates 2.22 
Dunlop industries 3.92 
Fraser and Neave 6.80 
Gentings 5.40 
Guinness 498 
Harimau Inv 1.16 
Haw Par 2.81 
H Leong Fin 454 
Inchape 3.02 
Island & Peninsular 6.10 
Jacks Int 6.80 
KL Kepong 3.18 
Keppel Ship 3.74 
Magnum 4.34 
Malayan Banking 9.35 
Malayan Breweries 7 10 
Malayan Tobacco 7.30 
MMC 2:20 
MUI 314 
Metal Box Singapore 295 
MPH 227 
National Iron 5.95 
N Borneo Timbers 2.32 
OCBC 11.60 
Pan Electnc 3.48 
Pegi Malaysia 2.05 
Shell 915 
Sime Darby 2.81 
Singapore Land 5.50 
Straits Steamship 185 
Straits Times 14.70 
Straits Trading 605 
Tractors 4.24 
United Engineers 1.12 
UOB 5.85 
United Overseas Land 2.78 
Wearne Bros 4.84 


SOUTH KOREA 


onweek yield 
-- 7.5 
13 24 
19 23 
9.0 43 
+10 15 
+33 27 
20 73 
— 28 
«19 3.2 
*08 48 
+09 43 
*60 3.0 
04 13 
-26 5.8 
+08 3.0 
0.6 1.6 
*05 6.7 
+14 35 
+05 24 
= 3.2 
58 6.2 
39 5.0 
19 21 
+03 61 
+56 a 
33 28 
21 2.2 
- 1.3 
+3.3 0.4 
14 12 
+05 33 
17 3.8 
3.5 1.8 
41 22 
+35 14 
40 28 
— 71 
0.9 — 
#17 3.1 
+33 1.8 
— 25 








SOUTH KOREA 


Composite Index 


Jan. 17 

Jan. 18 

Jan. 19 

Jan. 20 

Jan. 21 

Jan. 23 

Change on week 
Jan. 23 
Won 

Commercial Bank of 

Korea 720.00 

Daelim Ind 472.00 

Daewoo Heavy Ind 530.00 

Dong-A Construction 690.00 
940.00 


Han Yang Corp 353.00 
Hamil Bank 728 00 
Hyundai Corp 569.00 
Korea Oil Holding 827.00 
Korean Airlines 450.00 
Lucky Ltd 825 00 
Samsung Electromc 940.00 
Samwhan Corp 642.00 
Sunkyung 529.00 
Korea International Trust USS 9 39131 


Korea Trust 


USS 


Weighted Index 









Jan. 17 . 793.02 
Jan. 18 799.75 
Jan. 19 B04.13 
Jan. 20 . 798.27 
Jan. 21 792.32 
Jan. 23 —. 791.49 
Change on week  — +0.69% 
Jan.23 "echange % | 
NTS onweek yield — 

Asia Cement 29.50 17 17 
Cathay Cons! 29.40 75 
China Rebar 11.05 23 — 
Chung Hwa Pulp 23 30 09 21 
Chung Shing Textile 16.30 "32 - 
Far East Textile 18.10 05 22 
Formosa Plastic 28 80 14 28 
Nan Y a Plastic 298 50 13 24 
Taiwan Cement 26.80 11 22 
Tatung 17.00 29 
USI Far East 33.40 -03 60 
Yue Loong Motor 15.50 13 


Bangkok Book Club Index 











Jan. 17 120.98 
Jan. 18 ie aren S 0. 
Jan. 19 __ =. 0 
Jan. 20 120.52 
Jan. 23 120.64 
Change on week 1) 265p —0307 
Jan. 23 ?echange % 
Baht onweek yield 
Bangkok Bank 242.00 99 
Berli Jucker 447 00 1.8 67 
IFCT 140 00 34 96 
Jalaprathan Cement 139 00 AB 108 
Rama Tower 32.00 72 -- 
Siam Cement 347.00 i 9.2 
Serm Suk 360 00 06 : 
Thai Farmers Bank 252.00 08 13.9 
Tha: Glass 227 00 58 88 
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Prime lending 
rate 

Month ago 

3 months agı 





Inter-bank 24-hoc: 
rate 
Month ago 
3 months ago 


inter-bank 1-mon!! 






























- rate 
_ Tmiddiegates "£ i$ worth USS Month ago 
— 3 months forward: Japan ¥233.772, Hongkong HK$7.783, Singapore S$2.122 3 months ago 


=M$1.099 £1—HK$10.96 





| 
Inter-bank 3-mon:! | 

rate 0 

Month ago 4 

3 months ag: t 


CU 1 GENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES 





Communist Countries 
US$=Rmb 2.0666 HK$- Rmb 0.2651 
US$=Rouble 0.75 
US$ - Kip 35.00 
US$=Dong 9.95 






Deak-Perera Far East Ltd for banknote selling rates and official 
rates when available on the Hongkong market, Reuter for spot 
and forward rates trom local and international markets. 






m Mt Sources: Astley & Pearce (Hongkong). Higas Co. Ltd | 
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COMMODITIES — - ae BOND PRICES 
H ‘ 
Market MangwueS NE — uetietie an Fixed-interest bonds (USS) 
ET. 

| — Latest — [|  Prevouswek — |  imonthsago TIN Metu DER de 

i Canada Govt 14-3/8 1987 107-3/4—108-1/4 
61.50 61.20 64.85 Citicorp 16-3/4 1986 103-1/2—104 
61.65 : CNA 15-1/4 1996 111-1/4—111-3/4 
» ( Deutsche Bank 14-1/4 1989 Moi nce 
Y - ECSC 11-1/2 1988 1/4—99-3/4 3t 

More 8,590—8.59t 8,535—8,542 Le EDC 10-3/4 1988 97-3/8—97-5/8 

./$0—8, EDF 11-1/4 1990 96-1/4—96-3/4 
29.15 29.15 30.06 EEC 14-3/4 1993 108-7/8—109-3/8 

371.00—371.50 368.50—369.C 395.75— 396.25 476 5 EIB 111991 94-3/4—95-1/4 
EIB 16-3/4 1991 115-1/8—115-5/8 
"P j i 5 4i G Mac 14-3/4 1987 102-1/4—102-3/4 

Nm RT MUS " 1BJ 10-7/8 1990 94-1/4—04-3/4 

Midland 11-1/21992 96-1/2—97 
a 880—900 546—865 786—799 - M TAUTAN er tie nod 
: at 1 - - 

Kuala Lumpur (10) 267.50—268.00 265.50—266.£ 258—260 190 5 í Nippon Cr Bank 11-1/4 1993 93-3/4—94-1/4 
(1) Prudential 12-3/4 1987 105—105-1/2 

1,985—1,987 1,819—1,821 1,415—1,416 1.176 Revion 11 1990 98-1/8—98-5/8 
1,989—1,990 SNCF 13 1991- 103-3/8—103-7/8 

Statoil 9-5/8 1989- 92-5/8—93-1/8 

2,650 2,005 1,340—1,350 782 5i Sweden 12-3/8 1985 100-3/8—100-7/8 

2,000 Swed Ex Cr 15-3/4 1986 106—106-1/2 

Walt Disney 15-3/4 1986 102-1/8—102-5/8 

À 10—139.2 109 o World Bank 10-7/8 1990 95-7/8—96-3/8 

bel ouf i | Lie A ae World Bank 10-7/8 1993 93-3/8—93-7/8 

| Worid Bank 11-1/8 1998 95-38—95-7/8 





345.50—345.75 
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Ls a ad 747.50 . Barclays 1995 100.90—101.10 
) CNCA 1990/1995 99.95—100.15 
EEC 1988/1990 100.10—100.15 
324.25—324 75 326.50—327) Man Han 1994 100.07—100.27 
326.00—326.25 New Zealand 1987 99.95—100.13 
Offshore Mining 1991 100.20— 100.40 
1,9 255 255 Sweden 1988/1993 100.22—100.32 
. (1) £atonne (2) MS akg (3) USS an oz (4) USc alb (6) MS a tong ton a a60!b bushel 


| (8) USe a 55 Ib bushel (9) USS a tonne (10) Me akg. 
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57 5.6 58 5 69 75 
6.0 6.0 6.0 - : 75 7.5-8.0 
n.a. US$8.79b ISS4 29b USS1.70b j t US$1.02b US$11.45b US$2.08b 
(July) | (Sept.) (Oct.) (Sept.) (Sept.) (Oct.) 
n.a. US$7.63b 15$3 35b US$1.31b t US$1.75b USS7.90b USS2 7 
—HK$3.08b —S$2.99b 1$0.33b(4) —Baht 18.39b t -US$0.81b +US$1.40b —US$0.61b 
(Sept.-Nov.) (Sept.-Nov.) \ pril-June) (Feb.-April) N (April-June) (Aug.-Oct.) (May-July) 
—HK$2.08b $$3.57b MS$1.30b —Baht 15.62b t —US$0.65b +US$1.71b —US$1.34b 
—HK$3.51b —S$4.17b M$1 70b - Baht 4.43b t -US$0.67b +US$1.01b —US$0.90b 
HK$47.07b S$11.84b 4A$6.50b Baht 37.22b | t US$1.05b US$6.69b US$5.79b 
+10.22 -0.05 20.02 +5.55 -21 +0.31 +74 
+43.81 +9.14 4 23.10 -19.39 -22 «20.95 *53 
HK$50.15b S$14.83b 1$6.83b Baht 55.61b - US$1.86b à US$6.40b 
-3.77 +1.70 +3.30 -7 . -4.9 
—1.24 -2.7 «9.89 -8 ; unchanged 
July 77-May 78 i80 100 1976-100 1978=100 1980- 100 
=100 119.4 187.23 
131.8 i ar.-May) (April-June) 
(Oct.-Dec.) d +0.34 +2.22 
+0.92 +3.82 +3.63 
+1.54 " 
8$23.59b $39.02b Baht 423 59b 
(Aug.) (April) (April) 
—0.03 7 +0.71 
+17.74 +25.50 
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1) Official and other estimates — (2) Consumer Prive Index A — (3) M2 or currency plus bank depo (4) Peninsular Malaysia only 
iU) Costona base . (7) fob (8) cit (9) Based on letters of credit with Bank Indonesia ' ` 








Cargo at sea is an idle investment. 
Flying Tigers delivers your cargo fast. 


Fluctuating currencies, high interest rates and uncertain 
economies demand that profitable companies make the most of 
their cash resources. Yet major sea shipments represent significant 
investments that remain idle while in transit. 

When you ship by Flying Tigers, instead of by sea, your shipping 
time is reduced from weeks or months to days — or even 
hours. You can recover your investment as quickly as possible 
and use it profitably elsewhere. And smaller shipments require 
less money to be tied up during each delivery. 


Consider all the costs associated with shipping by sea. 
In the long run, airfreight may make more sense. 
mea And throughout Asia, Europe, Australia, South 
f£. America and the U.S., Flying Tigers 
wW . P , 

JI. is the only air cargo carrier 
asit you'll ever need. 
TIGERS 


ATIGER INTERNATIONAL COMPANY 
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Ne” Zealand has long been regarded 
as an idyllic South Sea paradise with 
fabulous scenery and wholesome 
people, even if the cities may seem 
sleepy. And New Zealanders have been 
in the visitor business as long as 
anyone. So it is perhaps surprising to 
find that this nation — which was the 
first to put a national tourist office 
(NTO) in North America — believes its 
travel industry has at last “come of age.” 

But the industry has good reason to 
feel this is so. For in one year it has 
achieved the figure of 500,000 visitors 
worldwide, 100,000 from North 
America and 30,000 from Japan. These 
figures may not seem high to Asians used 
to thinking in terms of millions of visitors 
each year, but to such a remote, thinly 
populated country, they are gratify- 
ing. 

And tourism is being increasingly seen 
as an answer to the country’s financial 
woes. The NZ$1 billion (US$651 mil- 
lion) the industry earns a year is not to be 
sneezed at. It is labour intensive, em- 
ploying 65,000 people — 5% of the total 
workforce. For every extra 
20 Japanese who visit New 
Zealand, for example, one 
extra job is created. And it 
is in the Japanese market 
New Zealanders see the 
greatest growth, though 
they are also conscious of 
the potential in Southeast 
Asia. The number of Ja- 
panese flying to New Zea- 
land has increased more 
than fourfold since an NTO 
was opened in Tokyo in 
1973. 

Japanese account for 6% 
of all tourist arrivals in the 
islands. The market is the 
fourth most important and 
one projection is that by 
1988 up to 65,000 Japanese will be visit- 
ing New Zealand each year. A survey 
carried out among Tokyo travel agents 
shows the Japanese consider New Zea- 
land a major growth area. The Japan 
Travel Bureau singled out New Zealand 
as an ideal honeymoon destination with 
its “beautiful scenery, opposite seasons, 
personal safety and English-style cities.” 
And it is the honeymoon market the 
New Zealanders are going for. While the 
number of marriages in Japan is down, 
the number of couples honeymooning 
overseas is up. 

Most Japanese spend a week, probably 
visiting Auckland, Rotorua, Christ- 
church, Mount Cook and Queenstown. 
But an increasing number of newlyweds 
are sidetracking to attractive, historic 
churches to reaffirm their vows in a 
Western setting. And here the tourist in- 
dustry has not been slow in coming for- 
ward. Travel agents offer packages in- 
cluding bridal car, minister and organist. 
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Japanese honeymooners: Eastern romance in a V. «s'e | sert 


First it was Guam, then Hav ain. Sow, it 
seems, it is New Zealand. 


New Zealand is also hopin € | :tract 


older — and thus more afflue n! — . apan- 
ese as well as special-interest tours | kung, 
etc). It also wants to briny in \oung, 
working women — another itluent 


group. Increasing emphasis is being 
placed on giving the Japanese wh: t they 
want. Hotels and restaurants are cncour- 
aged to offer Japanese dishes ¿nd there 
are Japanese restaurants in ^uckland 
and Christchurch. More New 7: iland- 
ers are learning Japanese. 

David Lynch, NTO manager in 
Tokyo, said New Zealan!:s market 
share of total Japanese holid.\\ in i ~ers is 
less than 1%. But it is growing con- 
sistently. He said Japanese ravo] tirms 
are becoming increasingly intercs'cd in 
promoting New Zealand as « sin!c des- 
tination. He is aware of the r«cd to cap- 
ture “repeaters” — travellers returning 
to the same destination time ¿nc igain. 
Many have been to the more popular 
high-volume destinations, he ~ud — They 
still have most of the world to choose 


Fie "x e id E 
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from, so it is vitally importan! ^c» Zea- 
land’s image continues to aitract these 
repeat travellers. This calls ‘cr con- 
tinued, specialised marketiny cfic rts in 


Japan and even more attention ir New 
Zealand to the travel produc’. 

The 30,000th Japanese ar: i 4l means 
the destination has reached : p» nt of 
momentum where word-of-mouth ad- 
vertising can take it to greater hcights, 
said Lynch. “This is assuming. ihe \ isitor 


liked what he saw. But the same sord- 
of-mouth influence could lose us | c im- 
petus we have gained." 


ew Zealand is conscious that the 

Japanese market is constantly į: hang- 
ing. For example, while demog : phics 
show the number of older Japanese is 
increasing as a percentage of thi popula- 
tion, Japanese visitors to New Ze iland 
are getting younger. There ni. ^en a 
6% increase in the 24-35 age sioup and a 
slight increase in the 15-24 group 
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New Zealand tourism is unaffected, in 
the main, by world trends. Because it is a 
long-haul destination, it attracts people 
who will travel regardless of any reces- 
sionary or expansionary moves in the 
world economy. While international 
trade decreased 5% in 1982 New Zea- 
land tourism increased 2%. It is the sec- 
ond-fastest-growing sector if the econ- 
omy, after forestry, increasing at twice 
the world average over 20 years. So 


though New Zealand is a long-haul desti- 


nation for visitors from Japan and South- 
east Asia there is good potential. 

New Zealand opened its second NTO 
in Asia, in Singapore, last March. A 
1096 arrival growth from Singapore last 
year is likely to be exceeded in 1983-84. 
And with travel commissioner Derek 
Alabaster responsible also for Malaysia, 
Indonesia, the Philippines 
and Thailand, totals from 
the region are bound to 
exceed the 18,790 who 
came from Asia — exclud- 
ing Japan — in 1982-83. 
Research shows the aver-. 
age length of stay of 
Singaporeans is 24 days; 
most are women, and a 
large number are aged 
between 20 and 34. As for 
Hongkong, New Zealand 
sees potential tourists as 
being older, reasonably 
affluent, and seasoned 
travellers. 

Hongkong and Singapore 
may not yet provide the 
tourist numbers Japan does, 
but they do come up with finance to keep 
New Zealand tourism surging ahead. 
Hongkong and Singaporean investment 
is already at the forefront of much deve- 
lopment. The Hotel Inter-Continental, 


Auckland, and the Vacation, Queens- 


town, are part of the Vacation chain 
owned by Singaporean businessmen Ho 
Whye Chung and Ho Sim Guan. Their 


company has also taken over the Vaca- 


tion, Christchurch, giving it a major 
facelift. 

And the Hongkong-based Regent In- 
ternational hotel chain is building a 
NZ$60 million 350-bed luxury hotel in 
Auckland. Vice-president Won Sik- 
kwon is quoted as saying more tourism 


‘and other business opportunities are 


available in New Zealand. 
There are also high hopes for tourism 
in 1984, with the Miss Universe Contest 


‘to be held in New Zealand. The ensuing 


world publicity will not do the industry 
any harm. — NIGEL COVENTRY 
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Royal Executive Class. 
So popular, 
its going backwards. 

















When we replaced first class with Royal Executive 
Class on all our Asian routes, in April '83, we thought we 
had everything planned beautifully. 

The seats had the longest legroom of any business 
class. (Most Asian airlines call them first class seats.) 

We introduced a choice of meals. Free spirits, wines 
and champagnes. 

Free use of electronic headsets. Express check-in. 
Airport lounge facilities. 

A standard of in-flight service that other airlines 


NS 
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are too embarrassed to talk about. And all for just the 
full Economy fare. 

The only thing we didn't plan on was just how 
popular it would prove to be. 

In fact, Royal Executive Class has proven to be so 
popular we've had to enlarge it. 

So now instead of 24 seats, Royal Executi 
Class features 42 seats. | 

And everyone of them goes back further WY 
than any other business class seat in the world. Thai 
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Benson & Hedges 
Special Filter 


The worlds finest taste in cigarettes 


Created and perfected by the House of Benson & Hedges 
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The premium Scotch that comands more respect. 








No initiative 

In Closer to compromise [REVIEW, 15 
Dec. '83], Willy van Damme writes that 
"some months ago" Cambodian Foreign 
Minister Hun Sen was quoted as saying 
that if Prince Norodom Sihanouk re- 
turned to Cambodia he would be made a 
prisoner of war. He went on to write that 
this “was one main obstacle in the initia- 
tive taken by Belgian diplomats at the be- 
ginning of this year to solve the Cambo- 
dian conflict." 

The fact is that no Belgian diplomat 
took any "initiative" to solve anything. At 
the end of October 1982 a Belgian dip- 
lomat in Hanoi was informed of Hanoi's 
curiosity about Sihanouk's position. He 
was also told that Hanoi would never 
forget what Sihanouk had done for Viet- 
nam during the war, and was informed of 
Vietnam's sincere desire to find a solution 

o the Cambodia problem and the need to 
void over-extending their military stay in 
the country. 

The Asean countries, as well as a repre- 
sentative of Sihanouk, when informed of 
this, said it was time for Hanoi to make a 
concrete gesture. For instance, why not 
make a discreet contact with Sihanouk 
himself? Hanoi never followed up this 
suggestion. In this affair, the Belgians 
acted as messengers (useful in the sense 
that Belgium enjoys good relations with 
the Asean countries and Sihanouk while 
keeping extremely correct relations with 
Vietnam). But at no time did any Belgian 
diplomat decide to take any initiative. 

I should say also that, while in Hanoi a 
few weeks ago, I was told once again that 
Sihanouk had been a great friend of Viet- 
nam in the past, that this will never be for- 
gotten and that Vietnam's most burning 
desire is to get its troops out of Cambodia. 
Nothing new under the sun... 


JACQUES BEKAERT 


Southeast Asia Correspondent 


'angkok La Libre Belgique 


Down the drain 


In refuting Goh Keng Swee's contention 
in The 5th Column [REVIEW, 8 Dec. '83] 
that the “brain drain" is the main reason 
that developing countries lose highly 
trained, high-quality manpower to de- 
veloped countries, Jay Henderson [Let- 
ters, REVIEW, 29 Dec. °83] demonstrates 
unquestioning acceptance of the validity 
of the conclusions of a 1978 United Na- 
tions Institute for Training and Research 
(Unitar) study cited by Goh. While I do 
not wish to cast doubt on the study, it is 
worthwhile examining its scope and 
methodology to ascertain whether the 
conclusions noted by Henderson are re- 
ally valid. 

The study was based on survey data de- 
livered to Unitar by early 1974. Most of 
the data were from surveys of returnees 
(students who have completed study and 
returned to their country of origin) from 
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RECAPTURE THE 
GRAND TRADITION 
OFA GREAT HOTEL. 


Elegant and stately, the Goodwood Park stands in a 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
| Sounds exactly right for you. 
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Park HOTEL 


TIMELESS ELEGANCE 
22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 
Cable: GOOD WOOD. 
GOODWOOD PARK * YORK HOTEL * LADYHILL « 
BOULEVARD HOTEL SINGAPORE. 


Reservations Worldwide: KN Ao Golden Tulip Hotels. Steigenberger Reservation Service 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airlin 
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A a the best is in the 
Peugeot 505. As one of 
‘he earliest manufacturers of 
\utomobiles, Peugeot spent 
ears in research and develop- 
ment ...... producing depend- 
ible cars that generations 
iave come to trust. And the 
Peugeot reputation grew. 
loday, the Peugeot name is 
ynonymous with comfort, 
afety, toughness and reliabi- 
ity — a reflection of the very 
vest in a world of beautiful 
ars. 
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that he brain drain has been an especially 
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Bank hu» reported évidence testifying to 


the scricusness of the brain drain. Two- | 


thircs of the World. Bank's borrowing 
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posts in ‘he public sector, particularly for - 


economists and doctors. These difficulties 
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$/ Food Handling Bures 


THE ASEAN Food Hadi Bureau (AFHB), located in Kuala Lumo 

M regional development organization which functions a 
body of the ASEAN Committee on Food Agriculture anc 

COFAF). The AFHB provides technical assistance and 

50: projects aimed at improving efficiency in food hanc 

x stribution, and upgrading the economic well-being of ASEAN's sr 
farmers and fishermen. 


in order to nates the AFHB's continuing program of activities 
5 years, suitably qualified and experienced ASEAN nationals ^ 
sought to fill the following positions: 


Director: initial 3 year term. To act as “Chief Executive Officer" v 
responsibility for the AFHB's operations within the framework of th 
ablis ork program. The Director will also be expected to tak 
i idein indi ormoni of the AFHB, as well as : 








iputy Director: initial 3 year term. To assist the Director in th« 
rganization and management of day-to-day operations. Emphasis ` 
on developing management and administration systems to facilita: 
enhance the accomplishment of technical programs. 


t Initial 2 year term — several positions. To m: 

vel projects related to postharvest technology. 
pplicants are likely to be senior managers with an enu 
Xd proven skill and experience in project consultancy 


r - Initial 2 year term. To manage the Technic 
Information Service (T iS) of the AFHB. The TIS is a user-orientatec 
operation providing computerised bibliographical and reference/rete 
jices in postharvest food handi ing. The information Officer is a 

2 d osi for the AFHB's publication and publicity activities. 


5 Coor nator: initial 1 year term. To coordinate several fes 
studiós on potential agro-industrial joint ventures, and to assist the 
teams in the overall management and organization of study missic: 
ee of reports. 
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avel: Remuneration will be commensurate w) 
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Incidentally, please rectify my designa- 
tion. I am not “the charismatic pastor" but 
one of the full- time clergy of St. Andrew’ s: 











Revolutionary martyr 
lan Buruma's article on Benigno Aquino's 


image as a martyr [REVIEW, 15 Dec. ` 
called e mme the ox sedan and Ri 


tionary. 

This | 
popular ove 
revolutionary 





periods in the Philippines, cane de 
into the people's psyche. dt may explain 
the Filipinos’ peculiar reaction to the 
tragedy that befell me and where it 
may lead. 

Bangkok A. M. TOLENTINO, Ir 
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While the Peking authorities are trying to har- 
ness the best Chinese minds to help bring about 
economic prosperity. intellectuals still face tre- 
mendous pressure to conform — and face the 
inherent suspicion of the peasant-rooted com- 
munist party. The changing role of Chinese in- 
tellectuals — humiliated, browbeaten, but again 
in demand — is analysed by Peking correspon- 
. dent David Bonavia, Robert Delfs and scholar of 
intellectual history Michel Masson. lan Findlay, 
who studied Chinese literature in Shanghai, 
looks at developments in the arts and lan 
Buruma reports on Hongkong intellectuals struggling against cen- 
sorship (pages 32-42). Meanwhile, The 5th Column discusses the dif- 
ficulties of foreign experts in China (page 30). Cover illustration of a 
traditional scholar-official and modern intellectuals in Chinese 
poster photographed by George Moh. 


Page 18 

Cambodia’s Prince Norodom 
Sihanouk and Son Sann get 
closer to keep the Khmer Rouge 





Page 10 

The current rash of optimism 
over Hongkong’s future may be 
premature, as some hard talking 


is still to be done. at arm's length. Meanwhile, some 
| in Asean fear Indonesia is getting 
Page 11 too close to Vietnam. 


Australian Prime Minister Bob 


Hawke talks about his view of ties | Pages 22-23 


with Asia. As the Burmese army pounds 
away at Karen insurgent posi- 
Page 12 tions, a new threat arises in the 


form of a Muslim separatist 


_ Japanese Foreign Minister Shin- guerilla army. 


taro Abe is anxious not to rock 
President Ronald Reagan's elec- 


toral boat in Washington. Page 24 


The two leading opposition al- 
liances in Bangladesh are in 
danger of losing their united front 
as one indicates it may talk to Pre- 
sident H. M. Ershad. 


Page 17 





| As a Philippine opposition 
. Warathon runs into trouble, so 
oes the government's credibility. 
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Page 46 

Rising commodity prices mean $ 
that amid the gloom one sector of |- 
the Philippine economy is look- | 
ing brighter. However, Indonesia | 
seems to have lost the chance to | . 
cash in on the boom. 128 


Page 48 t 
Jute producers and users get to- | — 
gether in a bid to halt a long de- | | 
cline in consumption. l 


Page 53 
Mongolia’s budget stresses the 
need to increase agricultural out- 
put but also to save fuel and 
power. 


Page 54 

A recent report attacks what it 
callis the out-of-date policies of 
the International Monetary Fund. 


Pages 56-58 

Foreign bankers come under 
more acrimonious fire in Singa- 
pore as moves to prevent inter- 
nationalisation of the currency 


are stepped up. 


Page 60 

India’s scooter boom may mean 
lesser companies will go to the 
wall. 


Page 66 

More companies go bankrupt in | 
Japan — while in New Zealand, | - 
takeover fever still rages. 
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D E: debt offer 

_ Singapore’ s opposition Work- 
ers’ Party (WP) has offered to 
í pay the attorney-general 
- $$26,000 (US$12, 200) in 
. instalments as costs arising out 
of a libel suit dating back to 
. 1974 in which the government 
and a former MP, Tay Boon 
Š Too, were defendants. Tay’s 
. lawyers had the WP put into re- 
E onn and succeeded in re- 
. covering his court costs after 
EU . threatening late last year that 
. they would have the party 
. wound up if the costs were not 
x . paid. The attorney-general has 
since sent a similar letter to the 
E WP. 

E As it is still short of funds, 
the WP has asked the attorney- 
pred that it be allowed to 
_ pay in monthly instalments of 
.SS5, 000 beginning in February. 
— V. G. KULKARNI 


: : North Kon premier 
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North dn premier Li Jong 
Ok has been replaced by Kang 
-. Song San, one of the four de- 
Qa prime ministers and a ve- 
-= teran party functionary. But 
+ = contrary to widespread reports 
of his declining influence, Li 
=- was elected as one of four state 


Lv “vice-presidents. 
E — SHIM JAE HOON 


P 1» 


— Indonesia, hosting the non- 
. aligned information ministers' 
. conference, has set an example 
. by reducing communication 
j^ ess rates for the national TV 
station and the national Antara 
= newsagency. Throughout the 
. conference, which addressed 
 . among other things the need 
for a new international infor- 
mm, mation and communications 
order, Indonesia called for 
re 5 realism and concrete action. 


j 3i 5n — SUSUMU AWANOHARA 


-No need for three, 

. says North Korea 
_ Officials in Seoul are seeing a 
^ E North Korean news report as 
B not only indicating that Pyong- 
yang has no interest in includ- 
. ing China in any talks on a 
» peace treaty with the United 
E States, but might even want to 

-= exclude South Korea. 
= The proposals, given wide 
Tae cote nS North. korea, 
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eid of Seoul attending talks 
between Washington and the 

North on an *equal basis." 
But, according to the North 
Korean Workers' Party news- 
paper Nodong = Shinmun, 
*[North] Korea's meeting with 
any other country than the 
United States at present would 
have no realistic meaning for 
peace on the Korean penin- 
sula." This is seen in Seoul as 
indicating the proposal was 
mainly aimed at seeking direct 
contact with Washington and 
forcing the withdrawal of US 

troops from South Korea. 
— SHIM JAE HOON 


Vietnam proposes new 

talks formula to Asean 

The foreign ministers of the 
three Indochinese countries — 
Vietnam, Laos and Cambodia 
— have proposed negotiations 
with Asean, if necessary 
excluding the Phnom Penh 
Heng Samrin regime from the 
talks as it is not recognised by 
the five non-communist na- 
tions. Asean officials reacted 
sceptically to the offer, which 
followed a meeting of the three 
foreign ministers in the Lao 
capital, Vientiane, saying it 


was similar to the “five-plus- 





Kriangsak: fresh proposals. | 


two" talks proposed to the 

Vietnamese last year and sub- 

sequently dropped by Asean. 
The Indochinese move, pre- 


sumably orchestrated by Viet- 


= 


nam in its attempts to start a 
dialogue with Asean, coin- 
cided with the return from 
Hanoi of a Thai parliamentary 
delegation. Its leader, former 
prime minister Kriangsak 
Chomanan, who is head of 
the parliamentary foreign 
affairs committee, said the 
Vietnamese had made fresh 
proposals to him, but did not 
elaborate. — RODNEY TASKER 
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| astern Seaboard 
r Committee, 

Prime Minister 
i anond, has re- 
t oversial proposal 
nications Minister 
(aravej to cancel 

apan's Overseas 
( ooperation Fund 
1» design and con- 
" a commercial 
' on the coast east 


" the project's en- 
ign was signed in 
1983, while 

or a second loan 

1 struction are due 
wrtly (REVIEW, 2 


nuary decision was 
c lact that the first 
nally committed 
overnment after 
itions. Finance 
icials reportedly 
x ^llation would be 
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ode of practice 
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om the Japanese 
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| Carriage 


y tum 
"ested in buying 
vle and Carriage 
c ative Mercedes 
hise for Malaysia 
« to pick up a piece 
pressed Mitsubishi 
; well. The Singa- 
'. wholly owned 
"cle and Carriage 
1- Mitsubishi fran- 
cen bought for 
^ (US$21.4 mil-, 
- /"s-owned Cycle 
» Bintang (CCB) 
^c merger leaves 
cmpany, Cycle and 
i! (CCL) holding 
> new-look CCB. 
| of Malaysian sen- 
cover non-Malay 
Tr ship, CCL de- 
s to cut its CCB 
c the original 49%. 
ans 14.3 million 
\. ill be up for grabs 
over hopefuls as 


ERIT 


ae ww * = 
Ag, 2 nc arai aem 


ed Industries and the Malan 


sian Employees Provident 
Fund. A relative newcomer to 
the Cycle and Carriage jockey- 
ing, the Kuwaiti Investment 
Office, recently raised its CCL- 
stake from 5.6% to 10%. 


— LINCOLN KAYE 
Top US ppa line | 
boosts Malaysian charges 


The major United States ship- 
ping line serving Malaysia, 
American President Lines, has 
increased freight rates and im- 
posed new operating service 
charges for its Malaysian ser- 
vices, it was learned on 23 
January. The result of the 16% 
freight-rate increase and new 
service charges will be a 2596 
increase in shipping costs, ac- 
cording to the largest con*-- 
ence covering the US trade, 
Malaysian-Pacific Rate Agicc- 
ment (MPRA). 

Exporters estimate costs ini- 
tially will rise to at least M$22 
million (US$9.36 million) for 
the MPRA, and they fear that 
non-conference lines, includ- 
ing Malaysia's major national 
carriers, will now seek higher 
charges for their services to 
North America. — JAMES CLAD 


Liems arrange finance 

for Singapore plant uy 
Indocement Singapore, owned 
by Indonesia’s Liem Investors 
group, has raised S$25 million 
(US$11.76 million) for a grind- 
ing plant in Singapore through 
a project financing signed on 30 
January. Arranged by First 
Pacific Finance (also part of the 
Liem group), the credit is bi 
provided by Amro B 
(Asia), Bank of America, 
Bank of Tokyo and Bank Neg- 
ara Indonesia 1946. The seven- 
year, three-month facility is 
priced. at 1.25 percentage 
points above the Singapore 
inter-bank offered rate and is 
planned to provide part of the 
project cost for the 500,000 
tonnes-a-year clinker-grinding 
plant. 

Equipment for the project 
will be supplied from Taiwan. 
Concessional equipment fin- 
ancing is under a guarantee 
facility made available by Ban- 
kers Trust of New York. Pro- 
jections for Singapore' s con- 
struction growth run from 10- 
1496 a year from 1982 to 1990, 
according to the director of In- 
docement Singapotm.. Suen: 
egos 
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AUSTRALIA 
— Prime Minister Bob Hawke was hit by a bag. 
Of mustard and water during a protest in 
. delaide 
nium mining pen Jan.). 


G LADESH_ | 
nts of President H. M. Ershad | 
ird alliance aimed at. pushing | for 
ry: electior ns (29 Ja n. ). 


ent troops shelled K: ren 
holding out at Mae Taw ` 


ge ne Thailand, Thai di official said 


"The drive against "spiritual pollution” dsof 
jor political importance, said politburo | 
ember Hu Oiaomu. President Li Xiannian | 
id he would visit France “in the near future” 
Jan.). Finnish Foreign Minister Paavo 
nen arrived onana official visit (28 Jan.). 
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ichters’ weak points. 
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by demonstrators opposed to | 
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D i Foreign Ministry 
ave been lobbying © 

-adors of friendly countries 
with a vicw to coordinating a prone 
intern: tional protest if the 
Victnomese attack refugee camps 
along he Fhai-Cambodian border 

' current dry season. The 
J their Asean partners are 

ihat troops of the two non- 
nist factions of the anti- 

cse coalition, led by Prince 
Nord. il hanouk and Son Sann, 
have tus vear been deployed well 
aw. bom the civilian refugee 
can De sad a by their 
officiis. Therefore, according to 
this ar. a, if the Viëtnamese 
launc^ an offensive against the 
camps chevy will be attacking only 
unarn:iid civilians. 


WHY PAY MORE? 
Wolo diplomatie wrangling 
bets cn Bangkok and Washington 
costiiucs over Bangkok's desire to 
bus G i neral Dynamics F16A fighter 
acra t und Washington s desire to 
s ihe sale only of the export F16/ 
79 version (REVIEW, 2 Feb.), 
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^ announced (26 Jan.). Australian | 
"euer Bob Hawke arrived for a | 
_ and rocketed a Pakistani border 
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| |! denied the bombing (29 Jan. ). 
dead three people and wounded | | 
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By Teresa Ma and Philip Bowring 


Expectations of a 
Sy quick settlement be- 
«on tween Britain and 
«I China regarding 
SU onines future 
"a EN continued to mount 
( E after the negotiators 
p eotpicied their eighth two-day round of 
talks in Peking on 26 January. The 
J stockmarket, for one, signalled its belief 
i ; that early agreement favourable to Hong- 
kong was in the offing, rising 6% in the 
. week to 30 January. However, the rejoic- 
ing may be premature. 
— . While goodwill on both sides is abun- 
.. dant there is a long way to go before the 
assurances China is making about the con- 
. tinuation of existing social and economic 
= norms in Hongkong post-1997 are en- 
— shrined in arrangements which carry cre- 
. dibility internationally as well as with Bri- 
tain. 
_ Contrary to earlier hopes in some quar- 
ters, the eighth round of talks did not pro- 
a duce a longer or more detailed statement 
than usual at the end of the two days. Asin 
.. the past, the communique merely referred 
. to the talks as “useful and constructive.” 
| Much speculation surrounding the 
. development of the talks was kindled by a 
remark by S. Y. Chung, senior unofficial 
= member (appointed from the private sec- 
= tor) of the Executive Council (Exco). 
_ Shortly after Exco unofficials’ third con- 
; ^d sultation on Hongkong's future with 
_ British Prime Minister Margaret Thatcher 
in London, Chung told reporters that 
. Hongkong people would soon know what 
the future held. But he declined to be 
. more specific about the timescale. 
3 Chung's remark was closely followed by 
. leaks from pro-Peking circles in Hong- 
— kong that a joint statement would be is- 
— sued by London and Peking in June, ear- 
lier than the September deadline sche- 
. duled by Peking to declare its provisions 
for Hongkong unilaterally if the bilateral 
M talks fail to reach a successful conclusion 
— by that date. As unilateral action by Pe- 
. king was considered counter-productive 
. . to a useful dialogue, earlier predictions fi- 
E. gured that the September statement 
. would be bilateral. Now, leftist sources 
| are saying that an earlier deadline is neces- 
8 . sary in order for the proposed solution to 
be studied by the British Parliament be- 
fore it goes into recess in July. 
However, this may be wishful thinking. 
- The British are thought unlikely to put 
= their initials to a vaguely worded agree- 
. ment which concedes China's main de- 
. mands without making guarantees highly 
EC pone Given that sovereignty was never 
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negotiable, Britain's abi! 
consent from any arrangc: 
not link Hongkong's sep 


social freedoms to its eco | 


Britain's only card. What: 
of the talks, they are still |: 
where a result was sufficic 
number of difficult points 
in a bill. Most likely, ar: 
fore September will emb! 
ciples rather than be a ^ 
realisation of those princ; 
Meanwhile, the Hon: 
ment is pressing ahead 
wards representative de? 
likely to determine par 
domestic framework in 
king's promise (or thre: 
framework for Hongko: 
There is a feeling in Ho: 
kong that China will : 
want to be seen publicly 
oppose such steps, hosi 
though it has been in the p 
to bourgeois democratic : 


tions. There is also a view |! | 


any unilateral pronoun: 
ment by China in Septem! 
is likely to be vague becau 
China has barely begun 
work out details. 

But against the argum: 


that the September deadli | 


can be ignored is the dan: 
of another haemorrhag- 
confidence in Hongkong. 
of China using any imp: 
dragging by the British to 
as it did last year. 


In Hongkong there arc | | 


feelings: on the one hand 
tlement which would — 1: 
— remove uncertainty: 
fear in some quarters tha: 
settlement, the worse it i: 
On their recent visit to ! 


cial members of Exco, wl 


formed of the general d 
Sino-British talks, were . 
that the guarantees offer: 
1997 should be explicit an: 


ccording to Thatcher. « 
have to be acceptable : 


Hongkong. But there is n 


public opinion accuratel 
there a way to object to an\ 
tion. “Maybe a number o! 
voice their objections. 
backbenchers will challen: 
but they can do no more. 
source close to the talks. 


Those who fear that T^ : 


An upsurge of optimism o over the fut. re 


1 





| di Aiai ipe 


nay be premature 


e international expert. 


Amber, "but rot green 


'hhold 
h does 


s and 


tem is 


'gress 
point 
cona 


-hrined 
nt be- 
| prin- 


r the 


verns 
>S tO- 


| his 1s 


uture 
[ Pe- 
eil a 





foot- 
chest 


mixed 


a set- 
least 


UOTA 
ker the 


noffi- 
pt m- 


| the 


n 
n 


( 


IOI 


stent 
after 


| will 


ople of 


) 


) 


"auge 


all is 
solu- 


als will 


F 


l ‘ 


II 


M 


r of 
kage, 
uv toa 


|| put 





her name to any solution that has short- 
term plausibility have been worried by the 
speculation that an agreement would be 
reached soon. They have also fretted over 
the recent rash of stories in the British 
press saying China’s demands over 
sovereignty had already been conceded. 
This was hardly news (the REVIEW re- 
ported this change in Britain’s stance last 
July). But the rash of almost identical 
stories was noticeable even by Fleet Street 
standards, giving rise to speculation that 
they had been planted by the Foreign Of- 
fice as part of a softening-up process. — — 

The truth of the matter is probably e 
where. The Foreign Office is likely tc uv 
more concerned with the nitty-gritty of the 
talks. It would particularly like the 
Chinese to respond posi- 
3H : tively to the working papers 

it has prepared on the cur- 
rency, the legal system, in- 
ternational and commercial 
relations and other critical 
topics that it has drawn up. 
These issues probably can- 
not be resolved by Sep- 
tember, but some substan- 
tive progress is necessary if 
agreement on a set of princi- 
ples is to be possible by then. 

If China does not react 
with positive suggestions to 
ensure continuity, it is possi- 
ble that the British will start 
to leak their own position 
papers as a way of filling the vacuum. The 
problem for China is that to go furt’ 
than simply issuing statements that 
thing much will change implies that peop 
do not really believe what it is saying 
about the future. From Peking's view- 
point it has made more than enough con- 
cessions to retain Hongkong s lifestyle. 

But both sides are at least now addres- 
sing concrete issues. Apart from the for- 
mal talks, informal exchanges on specific 
topics have been stepped up. A change in 
the Chinese negotiating team may also be 
a positive sign even though the new 
leader, Zhou Nan, is of lower rank than 
his predecessor Yao Guang. This change 
was apparently to reflect the fact that Bri- 
tains new Ambassador in Peking Sir 
Richard Evans is slightly lower in the 
Foreign Office pecking order than his pre- 
decessor, Sir Percy Cradock. 

But Zhou’s appointment may also indi- 
cate a recognition of some of the interna- 
tional aspects of the Hongkong problem, 
since he has had much experience at the 
United Nations and indeed was ned 
in 1972 discussions wd id h. edto 
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oy freedoms — such as travel — not en- 
d by other Chinese, will have to be 
dible. 


P cd to this question 1 in a speech to the 





ancial system and its status as a 

€ port and international financial 
mu itre will be maintained. It will continue 
^to maintain and develop economic and 
; culti ira tes with iud a and the 





Mimmittee under the d anon People's S 
_ Congress, in an interview, used the phrase 
. yi hui, or parliament, in reference to the 
futu administration. 
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people: those who are pro-Britain, those 
who represent Peking interests and siose 
“who take a neutral.stand. 
o B's arbitrary division of political. views 
..drew criticism from observers in Hong- 
“kong who thought it showed scant under- 


$c c 


standi ng of de Price aut 

























1 re elected district bond nonet By 


| other steps . towards elected repre- 


k free market economy within a: 
! munist sovereign state, as an entity 1s- 
g its own currency and whose citizens. 


Canadian P rliament last month, when he 
igkong will have an indepen- ` 





When Se how 


ght | | ed 
... asto accommodate three cai ategories of 


Bremier Zhao Ziyang indirectly refer i 


ita.| cep cd. 


CER. d 


“anita e fs 


id Ot 


“there is not to be much progress on a mul- 
| Dl 
Japan 


SONU 


| Bai 
aC] 


a penc ined Australian Prime Minister 
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goals for his current 18-day swing Find 
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|newine pc! Ponal friendship 

leaders he hi : met. he is ae 

Ash PDC sopal 

has no prime ministers. o Yasuhirc 

 Nakasone of Japan and Datuk Seri 

.Mahathr SN fohamad of Malaysia and Pre- 
sident C hun Doo Hwan of South Korea. 

Heis o looking for support for Aus- 

traba s proposal for a new round of multi- 
jatal trade negotiations (MTN). 


Thi dh. ho will be discussing matters af- 
fecune scvional stability and- security and 
finillx ho will be seeking to improve bilat- 
eral — cspeclally trade — relations at all 
six ports ot call. 

In un cxclusive.interview with the 
Rrsitcv.. he recalled that he first made the 


thar we 
p ich on the sort of round. fof 1 ne 
tions! the 
VIOS TOU iis omitted agricultural and min- 
era products and we think that the region 
Ought to vet together to insist that any 
MIN fou nd which might» take place 
should ^c comprehensive and cover pro- 
Bus tot interest to us all. 

( agricultural and processed 
Miera 
tani to us and to many others in the region 
anc we ou 
agenda tor such a round. We've already 
hic some p Tey discussions and re- 
P positive responses." 


On us Japanese. attitude -— regarding 


 agnouhara | products — to the concept of a 


regions! ap proach to the round, he said: 
" "Qvi usiv in the next stage of detailed 
den üsvons there will be some differences 
ae ach but, basically, we, feel mee is 


vach worthwhile. A reper af 
pened before would gertainly not 

3) cur mnterests, 

MWe bave a fallback position. If en- 


y ment of anew MTN round by the 


countries of the region doesn’t. come to 
fru ior we ought to examine the poss y 
de between ourselves cons 
e esent multilateral obligation: 
Countries that might be involve: 
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i at the end of last year," he added. 
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Australia's prime minister Wmibarks oi on an 18 
through Asia, partly to push f for a new round 
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and the Asean countries, New Zea- 

| Australia. “These discussions. to | 
have been preceded by | 
nds of talks, the last of which was in | 
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on trying to: get anewM 
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Hawke stressed thi t he 


in finding : some resolution of the I 
sae oe Then ther: re are the 


CODE ICE we’ re visiting.” 
He added that it seems 1 
Sue 2 eoume wher 


“In other words, what Japan. does. 
does not do in the area of defence and se 
urity is a matter for Japan: The Japanese 
Government is conscious of the sen- 
sitivities within its own. T Mn, ds 
Soütheast eek ‘it he US-an 
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its capacity to influence events over In- 







that probably there is no other country 
_ which has the capacity for dialogue with 
all the elements in the rather complex equ- 
hi ation — with Asean, with China, with the 
Pow -US and with Vietnam. And so all that we 
. have said is that we stand ready . . . to talk 
E. with and if requested to convey views. 
P "We do that, sharing the basic position 
. of the Asean countries as to the necessary 
P conditions of a successful resolution of the 
-= Cambodia question — that is, the with- 
_ drawal of the Vietnamese forces, ensuring 
E _ that the vacuum created does not allow 
_ the re-emergence of the Pol Pot regime — 
and thirdly and hopefully, the creation of 
. asituation in which the people can have an 
= opportunity for the expression of their 
; t] the refugees will be given the oppor- 
tunity to return and Cambodia can emerge 
as a free and non-aligned country taking 
its place in the community of nations. 
— "[tis, we believe, manifestly against the 
interests of the countries of the region for 
Vietnam to remain isolated and depen- 
_ dent on its relationship with the Soviet 
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By Nayan Chanda 
Washington: Japanese Foreign Minister 
Shintaro Abe ended his trip to the United 
States at the end of January with an assur- 
ance that Prime Minister Yasuhiro 
. Nakasone’s government would not only 
ui maintain its trade and defence commit- 
. ment but would also do its best to ease 
= protectionist pressure on US President 
Ronald Reagan during his coming elec- 
|. tion campaign. 
— A Reagan announced his intention to run 
for a second term while Abe was in 
i BUwashington, and just as he refrained dur- 
hu: his visit to Japan last November (on 
. the eve of elections there) from publicly 
» nudging Nakasone on the sensitive issues 
7 of increased defence spending and trade 
" liberalisation; he now expects Nakasone 
. to return thé favour by giving satisfaction 
— on some long-standing US demands. The 
p - Japanese, too, are eager to resolve some 
- disagreeménts before the presidential 
= campaign gets under way. 
. There is considerable feeling against 
= what is viewed as Japanese protectionism 
| . and low defence spending in the US Con- 
— gress as well as among sections of the gov- 
. ernment establishment. Democratic pres- 
ox idential hopeful Walter Mondale has al- 
o ‘ready criticised Japanese trade policy. 
E "The Japanese naturally are very an- 
 Xious," said a well-placed congressional 
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Hongkong Governor Sir Edwa 
greets Hawke: no intrusion 


Union . . . We have said 
we can. But we will not tı 
we have capacity to dete! 
of events. We haven't. W. 
make our good offices i 
context. Any misunders!. 
have been totally cleared : 
He is not seeking on hi 
to intrude in the issue o! 





A Sertching backs 


s As Reagan prepares to run for a second term, he look 
. to Japan to satisfy some long-standing US demands 


US from becoming a ci 

One of the principal o 
Abe visit — the first by a | 
minister since the form: 
Nakasone government — 


the Reagan administratio: | 


setback in the Decemb. 
Nakasone government's 
the US has not weakened 


dence of that commitment! : 


crease in its defence bude 


on the eve of Abe's depar! | 


“We know,” said one | 
Nakasone personally wei» 
defence increase. And | 
proved his good faith. 
budget, with its highe: 
foreign-aid outlay, is seen 
not only as an indication o! 
of Nakasone’s commitmc| 
tions with Washington, | 


dence that the electoral rv | 
weakened him in any sign 


news of the increased J: 
spending was greeted by |! 
partment and State Dep. 
served applause 
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4.8% increase in real ter 
inflation) “compares fa 
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esolved as amic ably Nar pokes 
and we're pleased ‘that recent evidence 
suggests that's a most Ni euteome .. 2 
feel basically relaxed a the situation." 

He defended Australia's expression of 
"grave concern" at the jailing in the 
Philippines of Australian missionary 
Brian Gore, charged with complicity in 
the murder of five people. “Fr Gore is an 
Australian citizen and every country must 
properly be concerned over what happens 
to its citizens in another country," he said. 

And of Canberra's representations to 
Indonesia over the killings, apparently by 
the authorities, of several thousand al- 
leged criminals, he said: ^A number of 
countries, including Australia, have 
raised these questions, not vociferously 
and not in any way which is inconsistent 
with sensible diplomatic relations be- 
tween countries. No problem has arisen 
between our two countries on that and I 
don’t see that there will be [any].” 

On disarmament, he said: “We 
make it clear that any agreement wl 
enables the Soviet Union to reduce its tə- 
sile strength in the European theatre by 
transferring a number to the Asian theatre. 
would be totally unacceptable. Oo 
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goals," but he urged Japan to build de- 
fence at a higher pace in the future. Offi- 
cials privately note that a large percentage 
of the Japanese defence budget is spent on 
personnel and not on acquiring military 
hardware. In order to achieve the objec- 
tive of a 1,000-nautical-mile sea-lane de- 
fence, they say, Japan would have to in- 
crease its defence spending by 10-12% a 
year. 

However, while receiving Abe senior 
officials seem to have expressed their ap- 
preciation of the boost in the defence 
budget even at its present level. A senior 
Japanese official told the REVIEW that 
everybody Abe met understood Japan's 
fiscal difficulties and expressed appre 
tion of the Japanese effort. “We are ha 
to receive such positive reactions," 
said. MTI 


he 


f ror 


D uring the visit Abe was received by Rea- 
gan and also held talks with Vice-Pre- 
sident George Bush, named by Reagan to 
be the inter-agency coordinator for rela- 
tions with Japan, and the secretaries of 
state, defence and commerce. Although 
the wide-ranging talks — covering the 
thorny issues of trade, investment and in- 
ternational development — were aimed at 
seeking a framework of political under- 
standing rather than negotiating on speci- 
fic problems, Abe’s visit nevertheless pro- 
vided the occassion for formally laying to 
rest one bitterly contested issue. The 
foreign minister signed an agreement that 
would allow US companies, for a further 
three-year period, to bid for sales to the 
state-controlled Nippon Mp dar and 
Telegraph Corp. (NTT). 
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present rise to prominence. And helping many an exporter 
along the way to success has been ScanDutc h. We know 


the European scene - the continent's most interesting 
markets, its most influential buyers. So whether you 

The story of textiles runs like a thread through history. produce blue jeans or suits, woven goods or knits call us. 
The rise and fall of entire empires following its course. We'll get your orders there in style. 
Wool powered England to commercial pr: spe rity. Cotton 
changed the face of the United States. Japan’s industrial 
oh: owes a continuing debt of dci A silk. ScanDutch E 

Textiles have played no small part in the Far East's WHERE GARMENTS GO 15T CLASS 
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CIENCE FICTION I5 FAST BECOMING 
SCIENCE FACT: Of all the world's great 
science fiction writers, few have 
predicted so many of the technological 
advances our children are facing today as 
Arthur C. Clarke. 

In the film, 2001: A SPACE ODYSSEY, 
Clarke and director Stanley Kubrick 
shattered the imagination barrier and gave 
Us a dramatic picture of the way technology 
will affect our future; a future in which our 
children must be computer-literate in order 
to be successful. 

An ATARI home computer could be the 
single most worthwhile investment you 
ever make for your child because ATARI is 
dedicated to the emerging computer- 
literate generation. 

ATARI's advanced hardware and 
software is not only designed to provide 
a thorough understanding of the computer, 
but to assist with your child's total education. 

And, because ATARI is so easy to use 
and so easy to understand, it enjoys 
enormous world-wide popularity. 

As a result, there are already thousands 
of ways to use the computer and more 
coming all the time; from serious subjects 
to games, each with an educational 


benefit for the future. 

Your child needs an "A 
computer now. 

After all, 2001 is only 
seventeen years away. . ATARI 


Tomorrow's din needs an 
ATARI computer today. 








Featured, the 600 XL™ the newest addition to ATARI's 
comprehensive XL range of home computer products 
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US$3 billion-a-year procurement, they 
have had very limited success. Last year 
American companies sold only US$140 
million worth of equipment to NTT. 
Under the new agreement, US firms will 
be allowed access to NTT's research and 
development programme so that they can 
have a better chance at early bidding. 

During talks with Abe, US officials 
voiced their concern over the Japanese 
plan to limit the value-added networks 
— V AN, or computerised data-transmis- 
sion — to companies with less than 20% 
foreign ownership. This would effectively 
cut out American giants like IBM and 
American Telephone and Telegraph. The 
US also has unsuccessfully urged Japan to 
reconsider its policy of acquiring com- 
munication satellites exclusively from 
domestic suppliers who are still far behind 
their American counterparts. “We cannot 
stop them [the Japanese] from manufac- 
turing their own satellites," said one 
source familiar with the negotiations, “but 
we can ask them to buy our components." 

The US has also expressed its concern 

yout the planned Japanese legislation 
at would enable Japanese companies to 
copy US computer software after 15 years. 


nder US copyright law, software is pro- 

tected from copying for 75 years. If 
Japan goes ahead with its plan — de- 
scribed privately as "outrageous" by a 
senior US official — it would be able to 
make up for a marked deficiency on the 
cheap. 

While high-technology sales remain a 
serious issue to be resolved in the coming 
years, Japan has gone some way towards 
defusing conflict over a more immediate 
issue. Shortly before Abe's visit, the Ja- 
panese Ministry of International Trade 
and Industry announced that car exports 
to the US would be limited to 1.85 million 
vehicles. Although the US trade deficit 
with Japan reached US$21.7 billion in 
1983 — due largely to car imports — US 
officials draw some comfort from the fact 
that Japan's self-imposed restriction 

wuld save a market of an estimated 

0,000 cars for US manufacturers. 

However, an issue of less economic but 
greater political significance that has not 
been resolved is the old contention over 
Japanese restrictions on the import of US 
beef and citrus products. Although nearly 
65% of US beef export and 26% of 
oranges go to Japan, the Liberal Demo- 
cratic Party government's effort to protect 
its farmers — and voters — by import 
quotas has come to symbolise unfair pro- 
tectionism. 

Although the dollar value of these items 
is insignificant in total US-Japan trade, 
neither Nakasone nor Reagan can afford 
to give ground without provoking some 
domestic discontent. Japan's Minister of 
Agriculture, Forestry and Fisheries Shin- 
jino Yamamura is expected to visit 
Washington shortly to talk with Bush to 
find a compromise formula that could 
strengthen Reagan's hand against the 
anti-Japanese. and protectionist lobby 
without creating too great a difficulty for 
Nakasone. 
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PHILIPPINES 


The credibility problem 


Official estimates of a 70% turnout in a constitutional! 
referendum are considered an overstatement 





By Jose Galang 

Manila: The credibility crisis confronting 
the government of Philippine President 
Ferdinand Marcos had a heavy impact on 
the outcome of the 27 January referen- 
dum, called to ratify four proposed 
amendments to the constitution. The 
Commission on Elections (Comelec) de- 
clared a turnout at the polls of about 70%, 
compared with its forecast of nearly 80%. 
But independent estimates put the real 
figure at less than half the 31 million regis- 
tered voters. Comelec said on 30 January 
that the final results would be announced 
on | February. 

The disappointing turnout resulted not 
so much from a boycott call from certain 
sectors of the fragmented opposition as 
from the general lack of interest in the po- 
litical exercise, following the erosion of 
public confidence in the Marcos adminis- 
tration since the assassination of opposi- 
tion leader Benigno Aquino in August 
1983, plus the country’s present economic 
difficulties. 

As if the poor voter-response was not 
enough, a seemingly harmless marathon 
run by those calling for a boycott — 
started as the polls opened on 27 January 
— took an ugly turn when police refused 
to allow the runners to proceed into Man- 
ila. The run, led by Aquino’s younger 
brother Agapito, had begun in the late 
senator’s hometown of Concepcion, Tar- 
lac province, and was planned to end 145 
kms later at Manila’s airport where he 
died. 

The run was essentially symbolic of its 
organisers’ disenchantment over the gov- 
ernment and of support for Aquino's 
ideals. Starting off with about 500 run- 
ners, the group swelled as it neared the 
capital. But on 28 January the runners 
were stopped by heavily armed soldiers 
and policemen. 
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The military told the runners to call off 
their run as blocking the road was “al- 
ready anarchy.” The officers also said they 
had arrested two men — one allegedly in 
possession of a hand grenade and par- 
ticipating in the run, the other a suspected 
member of a communist New People’s 
Army liquidation squad allegedly plan- 
ning to join the group. 

Agapito, after conferring with his 
group, agreed to return to Meycauayan, 
the last town they had passed, where they 
awaited the outcome of negotiations be- 
tween the military and the runners’ law- 
yers. For the whole of the following day, 
29 January, the atmosphere was ex- 
tremely tense as various rumours circu- 
lated — that Agapito and his group would 
continue their run despite the military bar- 
ricade or that the military would forcibly 
disperse the group. 

But what may have surprised even the 
runners was the heavy spontaneous out- 
pouring of sympathy for them — traffic to 
Meycauayan became heavy as more 
people went to join the group. Reports 
said the number of people who had con- 
verged on the town came close to 5,000 at 
one time. 

Leaders of various opposition groups 
and some student organisations held an 
emergency meeting that evening and ag- 
reed to round up as many followers as they 
could to increase the number at 
Meycauayan, which is some 20 kms north 
of the Manila city boundary. The emo- 
tionally charged meeting also touched on 
the possibility of holding widespread 
strikes in protest against the military’s 
handling of the run. 

However, a few queried whether what 
they planned to do in reaction to the police 
would actually give the government an ex- 
cuse to re-impose martial law, lifted in 
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t a hee of a “non-event” surrounding 
the referendum. 

./ Comelec, meanwhile, started announc- 
ing results that tended to favour the ratifi- 
cation of the four proposed constitutional 
amendments. Overwhelming support was 
understandable in the case of the first two 
questions — on the change in the rep- 
resentations at the legislative National As- 
sembly from regions to provinces and, in 
the case of cities, to districts, and for the 
re-establishment of the office of vice-pre- 
-sident to take over in the case of the presi- 
_dent’s death or incapacity. The present 
. constitution provides for a 15-man execu- 
tive committee to take power and call a 
presidential election within 60 days. 


in recent months, rumours that Marcos 
has been se riously ill have persisted and 
debates have arisen from the seeming lack 
of any clear succession in case anything 
appened to him. One suggestion was that 
farcos wife Imelda, who holds several 
ic offices, could assume the presi- 
'Y — an eventuality that is clearly re- 
c d by most Filipinos. Mrs Marcos later 
nounced her intention of giving up all 
er government posts in due time and em- 
phasised repeatedly that her role in gov- 
ment would terminate with that of her 
sband. 

^ But the real debate in the run-up to the 
referendum: was on the third and fourth 
juestions on the ballot — on the inclusion 
Of "grant" powers among the modes by 
which the government may award public 
lands to qualified landless citizens, and on 
the requirement for the state to undertake 
ocial housing programmes. 

^ The property industry, among the most 
vocal critics of these particular plebiscite 
issues, had called the proposals “political 
gimmickry” given that there were already 
a number of laws and government agen- 
gies entrusted with precisely these objec- 
ives. Many: businessmen also labelled the 
osed grant of land to certain citizens a 
e towards socialism. 

hers said the new provisions allowed 
om for abuse by any president and cor- 
cby others in government. 

netheless, the poor applauded the 
oposals..— though in the southern 
n region of Bicol, which is not known 
b a rich area, the voters rejected the 








the Philippines. Feri many it st mag- 
nified the people's lack of faith in the gov- 
ernment, despite the fact that the very is- 
ues chosen to be resolved were intended 





ision to be firm against the marathon de- 
honstration- indicated government. dis- 
on-with the turnout is not clear, 







that is so, the period leading to the sche- 
‘duled 14 May parliamentary. elections 
ould be a very 








o 0 improve the situation. Whether the de- 


ough many believe such was the case. If 


trying one indeed. D| 





Despite ake Sihanouk and Son Sann move closer 
in an apparent attempt to freeze out ‘the Khmer Rouge © 


By Rodney Tasker 

Phum Thmey, Cambodia: Prince Noro- 
dom Sihanouk was all smiles on 26 
January as he hugged leaders of the 
Khmer Rouge in this tightly guarded 
Cambodian village just across the Thai 
border, which serves as his hosts’ political 
headquarters. Khmer Rouge leaders 
Khieu Samphan and feng Sary appeared 
equally affable as they beamed back at the 
prince throughout his brief visit, accom- 
panied by an entourage of some 80 jour- 
nalists. 

There have been similar scenes before 
when Sihanouk has visited the Khmer 
Rouge-controlled Phnom Milai area in his 
capacity as president of the anti- Vietnam- 
ese Democratic Kampuchea coalition, 
which comprises three factions headed by 
Sihanouk, his prime minister, Son Sann, 
and the Khmer Rouge. But this time the 
smiles were a bit thinner than usual. 

From the day the shaky coalition was 
formed in Kuala Lumpur in June 1982, it 
has never been easy for the two non-com- 
munist factions to swallow their forced 
partnership with the Khmer Rouge, who 
brutalised Cambodia during their period 
in power from 1975 to 1979. The publicly 
unspoken hope of the coalition's Asean 
sponsors was that the Sihanouk and Sann 
factions would eventually gain enough 
strength to eclipse the Khmer Rouge. But 
bickering between the two non-com- 
munist camps has hindered such a process, 
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and China has made no secret of the fact 
that it is boosting the Khmer Rouge's 
superior military organisation as the most 
effective weapon against Vietnam's more 
than. 160, 000 troops in Cambodia. — .. 

w, a loose * rapproch ment between 












ment to press had ast. t 
ese on the ground and to collaborate more 
closely in the international diplom: 
arena. ForSann this has meant persuadir 
some of his staunchest lieutenants th 
they are now not going to have to deal wi 
old Sihanouk loyalists, whom they dee — 
to be selfish and corrupt. For Sihanouk it 
has meant a substantial shake-up in his 
own organisation, Funcipec, the French- 
acronym for the prince's National United - 
Front for an Independent, Neutral, 
Peaceful and Cooperative Cambodia. | ` 
How the Khmer Rouge leaders, ^ 
aware of the two non-communist factio 









plan, will react is difficult to predict. But 
the Asean countries, if not the Chinese, - 
are giving the move their tacit blessing 
with a view to offering Cambodia a possi- 
ble third alternative to the current coali- 





tion and the Vietnam-sponsored 


Samrin regime in Phnom Penh. A tell-tale 
statement by Sihanouk during a meeting 
on 27 January with Aoc ambassadorsin | 





A meeting of minds 


A proposed seminar involving Indonesia and Vietnamese 
think-tanks creates speculation in other Asean countries 


By Susumu Awanohara 

Jakarta: An Indonesia- Vietnam seminar, 
scheduled to be held in Hanoi in late Feb- 
ruary, is attracting a greal deal of interest 
from the local diplomatic community. 
Among the questions being asked are 
whether Hanoi has succeeded in dividing 
Asean and whether Jakarta has finally lost 
patience with some Asean partners’ un- 
compromising stance vis-à-vis Vietnam. 

. The seminar, being organised by In- 
donesia's Centre for Strategic and Inter- 
national Studies (CSIS) and Vietnam's In- 
stitute of International Relations (IIR), 
was first mooted by CSIS during the visit 
here by Vietnamese Foreign Minister 
Nguyen. Co Thach in late 1982. CSIS in- 
vited a team of Vietnamese experts to visit 
Indonesia for a bilateral seminar but the 
Vietnamese wanted to host the first meet- 
ing in Hanoi. 










. Commodore Sudibjo Rahardjo an 






and bilateral, and is ‘meant peti to 
deepen mutual understanding and is not a 
negotiating session, It will be like any 
other of the numerous bilateral seminars 

that CSIS. regularly sponsors and there is 

nothing unusual about the participants, 

Indonesian sources say, adding that a 

breakthrough is neither sought for nor ex- 
pected. The Vietnamese say they are pre- 
pared to hold bilateral seminars with any 
other- Asean cow try, at any time. : 
There is scepticism about some of 
disclaimers. -Aside from. senior CS 
members. Harry Tjan Silalahi and Jus 
Wanandi, the Indonesian, team ine 
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served as deputies (fo 
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Bangkok gave a hint of 
how he and Sann are think- 
ing when the prince said 
that if the Vietnamese were 
still worried about the 
prospect of a Khmer 
Rouge return to power in 
Phnom Penh, they should 
just deal with the coali- 
tion’s two non-communist 
factions. 

During his sojourn in 
Thailand, before travelling 
on to other Asean coun- 
tries including Malaysia, 
Singapore, Brunei and In- 
donesia, Sihanouk made it 
clear to his officials that he 
wanted a new, more active 
Funcinpec. In this regard, 
he told the officials that 
his son, Prince Norodom Ranariddh, who 
has been Sihanouk’s representative in 
Bangkok since June 1983, is to replace 
Chakrapong, another son, as the man in 
charge of day-to-day political affairs. In 

idition, the Funcinpec leader said that In 

am, a Sihanouk stalwart from the days 
when Sihanouk was Cambodia’s head of 
state, would be replaced as the coalition 
faction’s military leader by Gen. Teap 
Ben, who is now second in command of 
Sihanouk’s 5,000-man army. 


A officials are pleased with this de- 
velopment. “Sihanouk’s Funcinpec has 
made little progress over the past two 
- years," commented one senior Asean offi- 
cial. “Now we can expect more action 
from them in both a military and political 
sense." Ranariddh is particularly accept- 
able to Asean and the Thais who play host 
to him in Bangkok. 

Sihanouk crossed the border to Khmer 
Rouge territory to receive the credentials 


and strategic affairs, respectively) to the 
former assistant for intelligence, Benny 


. Murdani until he was made commander of 


ie armed forces (and a full general) last 
. larch. Both commodores have travelled 
to Hanoi with Murdani — he has made 
two trips, in 1981 and 1982 — and both are 
expected to become key members of the 
newly formed strategic intelligence body, 
Bais, coming directly under Murdani. 

Although the military plays a more de- 
cisive role in formulating foreign policy 
vis-à-vis Vietnam, the Foreign Ministry is 
also represented on the Indonesian team 
to Hanoi by the director of the Research 
and Development Agency, Fuad Hassan, 
who, incidentally, has also visited Hanoi. 
Three other Indonesian participants, all 
senior journalists, have also visited. Viet- 
nam in the past few years. 

The official flavour is also evident on 
the Vietnamese side. The chief host will 
be Pham Binh, head of the IIR, which 
comes under the Vietnamese Foreign 
Ministry. Other participants include Dao 
Van Tap who is, among other things, a 
member of the National Assembly’s inter- 
national affairs commission. 
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Sihanouk greets supporters: ‘determined to unite’ 





of two more ambassadors — from Yugos- 
lavia and Egypt — both based in Bang- 
kok. In April last year Sihanouk also 
clinked champagne glasses in a Khmer 
Rouge area with the ambassadors of 
China, North Korea, Bangladesh, 
Mauritania and Malaysia. These were fol- 
lowed a few days later by the Pakistani 
ambassador to Bangkok. 

In a press conference after the formal 
ceremony, the voluble Sihanouk stress- 
ed that an agreement had been made with 
Sann providing that if the Vietnamese at- 
tacked either faction’s camps, the forces 
of the other would come to their aid. 
Asked if the Khmer Rouge would give a 
similar pledge, Samphan, vice-president 
of the coalition government, replied, al- 
most inaudibly: “Okay.” Significantly, 
while Khmer Rouge and Sihanoukist lead- 
ers attended the ceremony, neither Sann 
nor any of his officials were present. 
Asked about this, Sihanouk replied: “To 
be frank, Son Sann is determined to unite 


A crucial question is whether the semi- 
nar will discuss the Cambodia issue. There 


is a feeling in Asean that Indonesia should 


not discuss Cambodia by itself with Viet- 
nam officially, while Hanoi has often 
taken the position that it is not proper for it 
to talk about a “third country." According 
to one account, the Vietnamese side ob- 
jected to the CSIS' explicit mention of *a 
political solution of the Kampuchean prob- 
lem" in the agenda and wanted to re- 
phrase it. The fact is that Cambodia will be 
discussed but that neither side believes the 
other side will make the necessary com- 
promises. 


EU some observers sense a 


shift of Indonesian attitude, towards 


closer ties with Hanoi. As one Indonesian 
observer said, Jakarta has worked to- 
wards Asean solidarity in condemning 
Hanoi's intervention and has respected 
Thailand's position as a frontline state and 
its desire for a buffer between itself and 
Vietnam. These will not change but In- 
donesia must “maintain and intensify” 
bilateral relations with Vietnam, the 
source maintains. 


with us, but he and his followers prefer to 
stay in their headquarters . . . because of 
memories of the past.” 

Sihanouk has some gruesome memories 
of the past himself. While under house ar- 
rest in Phnom Penh during the Khmer 
Rouge’s period in power, he claims that 10 
close relatives were. executed, including 
his eldest and favourite son, Naradipo. 
Drinking champagne with Khmer Rouge 
leaders is one of the prince’s official duties 
at the moment. It serves to preserve the 
image of unity among the three factions. 
But there is a great deal of speculation 
about how long these frozen-smile rituals 
will continue. “They [the Khmer Rouge] 
have assured me that they will not be the 
same as before," Sihanouk said in reply to 
a question about his association with the 
communists. Privately, however, officials 
of both Sann's and Sihanouk's factions 
admit that they still despair of the Khmer 
Rouge leopard changing its spots. 

Militarily the Khmer Rouge's 25,000 
guerillas present the most formidable 
challenge to the Vietnamese occupation 
of Cambodia. But Sann's Khmer People's 
National Liberation Front, with 12,000 
armed men, and Sihanouk's 5,000 fighters 
— armed, like the Khmer Rouge, by 
China — are growing in strength, while 
the Khmer Rouge finds it impossible to re- 
cruit new troops. 

Politically the two non-communist fac- 
tions hope that their new-found unity will 
help to bolster the coalition's somewhat 
dubious credibility in the world. It will 
also pave the way for a perhaps more in- 
ternationally acceptable alternative re- 
sistance coalition in the future, minus the 
Khmer Rouge if this becomes feasible. 
But the one imponderable at the moment 
is how the powerful, disciplined forces of 
the Khmer Rouge and their Chinese back- 
ers would react to such a scenario. oO 





The. mutual respect which exists be- 
tween the Indonesian and Vietnamese 
leaderships is well known. The Indone- 
sians tend to trust the strength of Viet- 
namese nationalism (they do not believe 
Hanoi has become Moscow's puppet) and 
see Vietnam playing a role in a relatively 
autonomous Southeast Asia of the future 
in which Jakarta hopes to become another 
key player. The Vietnamese have ap- 
preciated Jakarta's "flexibility and mod- 
eration" on the Cambodia issue and see in 
Indonesia a potential ally against China, a 
common threat. 

At the very least, such mutual respect is 
likely to become more pronounced as a re- 
sult of the Hanoi seminar, coming at à 
time when Jakarta is becoming increas- 
ingly assertive in its foreign policy. Asked 
what Jakarta might be up to in joining the 
February seminar, one journalist who will 
participate said: “We've taken such a low 
profile that people forget that we're a big 
country and have our own strategic in- 
terests in mainland Southeast Asia." He 
added that these interests are “not 
necessarily" detrimental to the rest of 
Asean. 
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Sultans in the slips 


The Sultan of Perak is likely to become the 
next king, barring a breakaway move 


By K. Das 


Kuala Lumpur: On 26 April, Malaysia’s 
eighth Yang di-Pertuan Agung, or king, 
will begin his reign under a unique con- 
stitutional process. He will be elected fora 
five-year term on 9 February from among 
the nine hereditary rulers who head all but 
four of the country’s 13 states. They will 
cast their ballots at the end of the three- 
day Conference of Rulers at the national 
palace here. While the governors of the 
non-royal states, the prime minister and 
the chief ministers of the states will attend 
the conference, there will be only nine 
votes. In theory at least, the politicians 
and governors will have no say in the mat- 
ter. 

In the past, the election of the king has 
been almost a non-event. It was always 
known in advance who would be elected 
because of the constitutional provision 
that the senior ruler, determined by the 
dates upon which they ascended their 
state thrones, would succeed. 

A second provision is that no state 
should provide a king for the second time 
until all the other rulers of the nine states 
have had a turn, unless one or more of the 
sultans fails to qualify for election. The 
constitution provides that in order to be 
elected, a sultan must have come of age, 
but the conference of rulers may resolve 
that a ruler is not qualified if they believe 
that “he is unsuitable for reason of infir- 
mity of mind or body, or for any other 
cause to exercise the function of the Yang 
di-Pertuan Agung” — a provision which 
gives the sultans considerable latitude if 
they wish to make an exception. 

This year’s election has generated 
extraordinary interest because of the six- 
month constitutional crisis which began in 
July last year when the king, Sultan 
Ahmad Shah of Pahang, refused to give 
royal assent to a constitutional amend- 
ment changing the king’s powers. The 
king’s term expires on 25 April, exactly 
five years after he took office and his suc- 
cessor, in the ordinary course of events, 
should be Sultan Idris Shah of Perak. But 
after months of debate and demonstra- 
tions, nothing seems certain. 

The crisis ended with the government 
undertaking to repeal two of the provi- 
sions of the bill to which the sultans ob- 
jected and to modify a third clause. The 
most offensive clause to the sultans was 
one which made royal assent unnecessary 
to lawmaking, not only at the federal level 
for the king, but worse, as far as the sul- 
tans were concerned, at the state level as 
well. Under the bill, passed in parliament 
in August last year, if the sultans or the 
king did not sign a bill within 15 days, it 
automatically became law. 

Another provision in the same bill 


transferred the power to declare an 
emergency from the king to the prime 
minister. While this alleged transfer of 
power was hardly a matter for a constitu- 
tional ruler to question, it raised some 
doubts about the government's inten- 
tions. In the ensuing debate, the sultans, 
whose relations with each other was never 
one of real amity, came together for a time 
and bargained successfully for the with- 
drawal of two  provisions:. on the 
emergency and the royal assent for state 
laws. As for federal law, they reluctantly 
agreed to a 30-day provision with the con- 
dition that if the proposed law was objec- 
tionable, the king could send it back to 
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for king, for the politicians, would be the 
Yang di-Pertuan Besar or ruler of Negri 
Sembilan, Tuanku Ja’afar, who is the cur- 
rent deputy king and in fact gave the royal 
assent to the controversial bill in De- 
cember after it was agreed that parliament 
would sit again and amend the offending 
clauses. The king himself was on medical 
leave after a heart attack in September. 

While Kuala Lumpur is abuzz with who 
will vote for whom in the coming election, 
there appears to be little reason to believe 
the sultans will offend each other now and 
split ranks, particularly after they success- 
fully stood together and largely got their 
way last year. According to one royal 
household source, Tuanku Ja’afar can be 
absolutely certain of three votes including 
his own, but needs two more to win the 
contest. 

The two who are said to be with him are 
the sultans of Selangor and Trengganu. 
The Sultan of Kedah is said to be another 
possible supporter. His consort, Tuanku 
Bahiyah, is a member of the Negri Sembi- 
lan royal family. Yet another voter who 
could back Ja'afar is said to be the Raja « 


- Tuanku Ja'afar: Idris Shah: little reason to suspect a split. 


parliament for further debate. But when 
parliament passed the bill again, it would 
automatically become law 30 days later. 


D: the national debate, it became 
common knowledge that the govern- 
ment feared that the Sultan of Perak might 
try to block legislation if he became the 
king. There was also the worry that if the 
Sultan of Perak, who has turned down the 
throne twice in the past, turned it down 
again, the next in line is the Sultan of 
Johor, who is known for being strong-wil- 
led and capricious. The government, in its 
campaign, could not spell out these fears 
without inviting a groundswell of royalist 
sentiment from its own essential Malay 
constituency. 

Now, after the debate, while it is under- 
stood that whoever ascends the throne will 
not try to challenge the supremacy of par- 
liament, there is still the fear that a care- 
less or angry sultan could bring about a far 
more serious crisis than last year's. It is 
understood that the most popular choice 





Perlis, but like the Kedah sultan he is sa 
to be wavering because of the dangers of 
the sultans appearing divided and thus 
weakening the collective position of the 
traditional state rulers. 

While the application of political pres- 
sure is not new in the election of the king, 
last year's events have made it very differ- 
ent from the years when Malaysia's first 
prime minister, Tunku Abdul Rahman, 
brought influence to bear in the election of 
the first king. Also the tunku, as a member 
of the royal house of Kedah, could then 
approach the sultans individually on equal 
terms. Prime Minister Datuk Seri 
Mahathir Mohamad has to take a very dif- 
ferent approach and, at best, use inter- 
mediaries. " 

Even sources close to the royal families 
are unable to say with any certainty who 
will be elected, but in view of the sombre 
mood of the sultans after last year's crisis, 
the sources said, they are likely to do no- 
thing to disrupt their unity which now, as 
always, is fragile. u 
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y Bertil Lintner 

ie Sot, Thai-Burmese border: If 1983 
fas the year Burma's Karen insurgents 
on increased international attention, 
ien 1984 could be the year they pay for it. 
The latest fighting along the Thai-Bur- 
mese border is not unlike that of other 
years during the Karens' more than three- 
cades-long war of attrition against the 
entral government. But there are several 
w elements in the equation this time. 
"The increased military pressure on us 
pno doubt a response to the international 
ttention we have received during the last 
" Karen National Union (KNU) pre- 
ent, Gen. Bo Mya, told the REVIEW. 
' pointed out a number of events, such 
the Karen thrust into the Pegu Yoma in 
ntral Burma last February, the govern- 
ts unexpected wet-season offensive 
ainst Wangkha and Maw Po Kay in June, 
|, later on, the kidnapping of a French 
ouple working in a cement factory in 
Myiang Galay near the Karen state capital 
of Pa'an. 

. In short, the Karen insurgency, one of 
Asia's many small and largely forgotten 
wars, received far more publicity during 
983 than it had for years. During the 
v Po Kay fighting in June 1983, the Ka- 
cored a significant propaganda vic- 
y when they managed to prove that 
Jnited States—supplied Bell helicopters 
ere not — as intended — used for drug 
uppression, but against the political 
mies of the Rangoon government. The 
ens downed two helicopters and 
9k photographs of them. 

fhe aim of the Karen attempt to 
eve a T Ora TONERS on the battlefield 
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dence from Britain in 1948. The gov- 
nent tactic app s to 

| uerilla: destroy as many of 
ses and create as much confusion 
heir ranks as possible as long as the dry 
'ason allows. 

"Field reports from the Thai-Burmese 








aren insurgents are getting more attention — 
rom overseas and from the Burmese army 


order indicate that: Burmese troops had 


is partly, it seems, an attempt to satisfy the 
ambitions of the increasingly restless 
young Karens who, unlike many of the 
older generation, are not content with the 
status quo and the running stalemate 
along the Thai border. The thrust into 
Pegu Yoma was the first serious attempt in 
many years to penetrate deeper into the 
country. The objective of the mission, ac- 
cording to KNU leaders, was to use the 
Pegu Yoma as a stepping stone for further 
advances towards the Irrawaddy delta, the 
home of more than 2 million Karens and 
previously the most important stronghold 
of the Karen insurgents. 

The delta Karens are usually better edu- 
cated and have traditionally been more 
politically active than their hilltribe 
cousins in the Dawna range. Even today, 
the KNU leadership is almost exclusively 
from the delta, the sole exception being 
Bo Mya. Although the February attack 
failed, Karen organisers and small, under- 
ground groups are said to be present in 
Bassein, Henzada and other towns in the 
delta region. However, for the time being 
they are keeping their activities strictly 
low-key, apparently fearful of govern- 
ment repression. 

The advent of Karen troops in the Pegu 
Yoma inevitably led to speculation that 
there could be a link-up between the KNU 
and the Burma Communist Party (BCP), 
which used the mountain range as its main 
base area until the early 1970s and which 
has since tried to get back there. KNU 
leaders insist,» however, that these 
rumours are unfounded and say that the 
Karens will not cooperate with any insur- 


e rmy’ s — E Karen rebels is designed 
nnict maximum damage before the rainy season 


succeeded by 28 January in driving Karen 


National Liberation Army (KNLA) 
troops and hundreds of civilians from their 
strategically important base of Mae Taw 
Wah. Rangoon's next military objective 
will probably be Maw Po Kay, another 
Karen rebel base to the south with a radio 
station, field hospital and other infrastruc- 
ture crucial to the insurgency. 

At the end of January, KNLA leaders 
and officials of the rebel's political organi- 
sation — the Karen National Union — 
were reported to be in disarray in the face 


‘of the relentless Burmese thrust. There - 
were fears even that Wangkha, the main 
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later. 


NDF now-can claim to have together as 


rebel base to the south of Maw Po Ka " 


: IB 
troops had already used artillery and mor- 
-tär fire to destroy the marketplace in Mae 


Thai troops, - 
police: and army troops. fook positions 


mese troops and Karen guerillas and send 


has, during. the. past | year, expanded its 
ranks and is trying hard to create an image 
of being the third force in Burma, offering 
an alternative both to the government and. 
the BCP. The NDF’s long-term objectiv 
as stated by spokesmen for the front, is 
replace the current unitary state with a 
federal union, which would guarantee 
Rua status for the various ethnic groups. 


n September 1983, the Kachin Indepen- E 
licence Army (KIA) was accepted as a 
ie front, followed by the Wa 
National Army. (WNA)- three months 
Led by Prince Mahasang of 
Vingngun, the WNA consists of no more 
than a handful of soldiers, while the KLA 
is believed to have about 5,000 men under 
arms. With the Kachins included, the 









many troops as the communists. The mat 
difference, of course, is the absence of an 


effective, central command and coordi: es 


nated military manoeuvres. To remedy - 
this apparent weakness, a common NDF 
force has been set up, two companies 
strong and comprising soldiers from the 
Arakanese, Mon, Pa-O and Karen armies. 
Bo Mya told the REVIEW that he ex- 
pected reinforcements from the Kachins, 
the Was and the Karennis and that the 
common. force would reach battalion 
strength soon. But even with closer co- 
operation among the members of the 
NDF and a policy aimed at coordinating 
their movements, local border watchers 
give three reasons why the front will have 
great difficu ty in breaking the present — 
deadlock.. 






and main obstacle is the li- 
ilability of arms and ammuni- 
tion. Hundreds of new recruits undergo 


rigorous training every year, but most of 


them have to be sent back to their villages 
after completing military service because — 





destroyed by Rangoon's abla in hs E 
1970s and M hen rebuilt, n x be ti 
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Taw Wah before pushing down the moun- 
tain to the rebel base. 

The leader of the KNLA troops, Col 
Saw Gladstone, a Baptist Christian like 
most of his men, directed his troops' re- 
treat mainly by radio from Thai territory. 
including - -border-patrol 


along the Moei river, which marks the 
border in this area, to round up both Bur- 
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of the shortage di OF arms. The black market 
in Thailand does not yield enough 
weapons and Karen attempts to buy 
weapons abroad have not turned out well, 
according to well-informed sources. 

The second problem for the NDF is that 
it consists of minority groups only. There 
has been no armed, non-communist Bur- 
man resistance since the 1970s, and with- 
out any power base within the majority 
grouping, analysts say, the NDF will re- 
main little more than an organisation 
operating on Burma’s periphery. 

Thirdly, the Karens are confronted 

with a dilemma faced by all the minority 
groups — that whereas the outside world’s 
sympathy may be with them, the NDF's 
political viability is another question. 
Many observers believe that only a strong 
united government in Burma can counter 
the BCP's expansion. Any fragmentation 
of Burma, or the setting up of semi- 
independent states in the frontier areas 
would benefit the communists and, in 
addition, make it easier for Burma's 
neighbours to meddle in Rangoon’s 
nternal affairs, staking out their own 
pheres of influence in the parts of the 
country where the minorities live. This 
line has been ac- 
cepted to a great 
extent by most 
Western govern- 
ments which sup- 
port the present 
regime in Ran- 
goon. 

But some obser- 
vers question the 
argument, claim- 
ing that this grim 
vision of a future 
fragmented Burma 
is, in fact, a fairly 
accurate descrip- 
tion of the present 
situation in the 
country's northern 
and eastern re- 
gions. 





concern was that the Burmese army would 
try to use Thai territory to launch their at- 
tacks against the Karen bases — the rebels 
had reportedly laid minefields around the 
other approaches to their camps. 

As in previous campaigns, Rangoon's 
tactics appeared to be to destroy as much 
of the rebel's armaments and property as 
possible before withdrawing. The Bur- 
mese troops have to be supplied mainly by 
human and mule trains through the jun- 
gled mountain terrain, and the onset of the 
rainy season in June normally makes such 
precarious logistical back-up almost im- 
possible to operate for any length of time. 
The Burmese air force also lacks the capa- 
bility to carry out air strikes, using its li- 
mited number of helicopters mainly to 
bring in supplies and reinforcements, and 
to evacuate the wounded. As one dip- 
lomatic observer in Bangkok commented: 
“All Rangoon can hope to do is give the 
Karen rebels.3 bloody nose.” 
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Muslims in the mountains 


A new insurgent group is set up to fight Rangoon 
in the wake of claims of religious persecution 


Mae Sot, Thai-Burmese border: A 
group called the Kawthoolei Muslim Lib- 
eration Force (KMLF) has been set up in 
Burma, adding one more insurgent army 
to a country already rent by strife and civil 
war. Its leader, Mohammad Zaid, popu- 
larly known as “Brother Zaid,” is a 47- 
year-old ex-employee of the Union of 
Burma Airways (now Burma Airways 
Corp. ). 

The strength of the new rebel army is 
not known, but a considerable number of 
Muslim fighters are known to have been 
trained and armed under the auspices of 
the Karen insurgents in the hills of eastern 
Burma, where the group is active. It is said 
to have already taken part in a number of 
skirmishes with Burmese army columns 
advancing towards Karen strongholds 
near the Moei river, which forms the bor- 
der with Thailand. 

The setting up of a separate Muslim 





rebel army in Burma is, according to 
spokesmen for the KMLF, a direct re- 
sponse to widespread anti-Muslim riots 
which reportedly took place in-June and 
July last year. Refugees reaching the Thai 
border say that riots first broke out in the 
towns of Moulmein and Martaban in 
June. Mobs stormed Muslim living quar- 
ters in those towns and a number of mos- 
ques were burnt down, according to the 
same sources. 

The following month the wave of anti- 
Muslim rioting spread to the Irrawaddy 
delta and in Yandoon alone, six mosques 
are said to have been razed. Hundreds of 
refugees streamed towards the Thai bor- 
der after the riots and the KMLF was 
founded on 31 August 1983. 

Tension between Buddhists and Mus- 
lims has noticeably increased in recent 
years. The first main issue was the intro- 
duction of new, controversial citizenship 
rules in 1982 (REVIEW, 8 Oct..'82). As a 
result.of the law, Burma in effeet now has 
three categories of citizenship. The first 


covers Burmese nationals who are of 
"pure Burmese blood" as well as those 
who are members of indigenous races such 
as the Kachins, Karens, Shans, Pa-Os, 
Karennis, Chins, Mons and Arakanese 
whose families can prove residence prior 
to 1824, the year of the first Anglo-Bur- 
mese war. The second category covers 
those who are of mixed blood among these 
national groups. The third is for 
"naturalised citizens" — other races and 
"foreigners" who entered Burma as im- 
migrants during the British colonial 
period. The third category is mainly made 
up of Burmese of Chinese and Indian des- 
cent and, consequently, includes a large 
number of Muslims. Members of this cate- 
gory are not allowed to run for political 
office or serve as heads of government in- 
stitutions. Promulgation of the law gave 
rise to widespread discontent in Muslim 
circles and the riots have driven some 
Muslims into armed insurrection. “This 
law has made 90% of Burma's 5 million 
Muslims third-class citizens," a KMLF re- 
presentative told the REVIEW. 


he KMLF appears to have replaced 

other, earlier underground Muslim 
groups, such as the now defunct Ommat 
Liberation Front, set up in Mandalay in 
1976, and the Rohingya Patriotic Front, 
which previously was active in Arakan 
State, where 650,000 out of a total popula- 
tion of 1.4 million are Muslims. The 
Rohingyas have always been the most 
vociferous and best organised of Burma’s 
Muslim communities and their tradition of 
anti-government activities goes back to 
the Mujaheed rebellion of 1948-49. 

The KMLF, however, claims to repre- 
sent not only the Rohingyas but all Mus- 
lims in Burma and declares that its goal is 
not a separate Islamic state but simply 
freedom of worship and guarantees 
against religious persecution. Although 
the group remains somewhat obscure, its 
potential should not be underestimated. 
While the insurgencies among other 
minority groups, like the Shans, the Ka- 
rens and the Kachins, have little or no 
prospect of obtaining foreign aid, it is an 
entirely different matter with the Mus- 
lims. They could attract the support of 
radical Middle Eastern countries seeking 
to spread pan-Islamic sentiments in 
Southeast Asia. 

In an open letter to Burma’s President 
San Yu — a letter which has the ring of a 
declaration of war against the central gov- 
ernment — Zaid refers to the burning of 
mosques in various places in southern 
Burma last year and calls for unity among 
Muslims. Copies of the letter have been 
forwarded to the governments of Libya, 
Iran, Bangladesh, Pakistan and Saudi 
Arabia, as well as various Muslim youth 
organisations in Southeast Asia. 


— BERTIL LINTNER 
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Collision course 


The opposition calls for a boycott of grassroots elections, 
raising the possibility of violent confrontation 


By S. Kamaluddin 


Dhaka: The two main opposition alliances 
in Bangladesh have called for a boycott of 
President H. M. Ershad's grassroots non- 
party local elections on 24 March. The two 
alliances — one of 15 parties under the 
leadership of the Awami League's Sheikh 
Hasina Wajed, and the other of seven par- 
ties led by the Bangladesh Nationalist 
Party under Begum Khaleda Zia — have 
called for a nationwide movement against 
the elections culminating in a general 
strike on 1 March, which could put the 
country on course for a new and poten- 
tially violent confrontation. 

But it is not at all clear how much sup- 
port the opposition call will get, in view of 
the fact that the upazilla or sub-district or- 
ganisations, which Ershad sees as the way 
to build democracy, have received consi- 
derable support from the people. It is also 
doubtful that the several thousand people 
who have already committed themselves 
both personally and financially to stand in 
the elections will be willing to abandon 
them now. 

Since Ershad invested more power in 
the upazilla councils under his administra- 
tive reforms, making them the hub of all 
activities in rural areas, there has been evi- 
dence of enthusiasm for them. One ob- 
server also pointed out that the opposi- 
tion's tactics were difficult to understand 
since they have already allowed without 
protest smaller district and municipal elec- 
tions. 

The president has reaffirmed that, de- 
spite the boycott call, the upazilla elec- 
tions will be held on schedule, and it is 
generally felt that only widespread vio- 
lence will prevent mass participation. 

The united boycott call came at a time 
when there appeared to be a split opening 
up between the two opposition alliances. 
The group led by Begum — widow of 
the late president Ziaur Rahman — had 
appeared to be moving towards a com- 
promise with the president by stating that 
it was not opposed in principle to joining a 
political dialogue he has urged. 

Although the begum, as the alliance's 
acting chairman, attached a condition that 
the president lifts his ban on political ac- 
tivities and allows press freedom, she went 
a long way beyond the position of the 15- 
party alliance led by Sheikh Hasina — 
daughter of the late president Sheikh 
Mujibur Rahman — which has main- 
tained its position of boycotting the talks. 

At the end of a recent two-day execu- 
tive council meeting, the 15-party al- 
liance demanded that the government 
immediately cancel the proposed upazilla 
elections and call promised parliamentary 
elections instead. The resolution argued 
that the upazilla elections were being or- 
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ganised to implement the government's 
administrative decentralisation program- 
me which, it claimed, was a basic adminis- 
trative reform that no interim government 
had the right to introduce. 

In another resolution the alliance ac- 
cused the government of following a 
"naked pro-American policy" by expel- 
ling Soviet diplomats and closing the 
Soviet cultural centre by “falsely implicat- 
ing them in conspiracy." It has described 
the Soviet Union as “our tested friend dur- 
ing the war of independence [from Pakis- 
tan]" and the government action as “un- 
friendly.” The pro-Moscow Communist 
Party of Bangladesh — a member of the 
15-party alliance — had adopted a similar 
resolution in its own party meeting. 

In January, the seven-party group 
strongly criticised the government for its 
“weak-kneed” approach to a number of 


Begum Zia: compromise move? 


issues involving India, including the dis- 
pute over the division of waters from the 
Ganga, over South Talpatty Island in the 
Bay of Bengal and over India's plan to 
build a barbed-wire fence to keep out 
Bangladeshi immigrants. 


Mor fundamentally, while the seven- 
party group wants to retain the presi- 
dential system left by Zia, the 15-party 
group wants a Westminster-type, parlia- 
mentary form of government. At this stage 
neither group feels the differences mean the 
end of cooperation, as they have been open 
secrets, and the parties are quick to point 
out that they joined hands on the basis of a 
five-point programme which still stands. 
But the gap does seem to be widening. 
Meanwhile, Ershad, on his return from 
the fourth Islamic Conference in Casa- 
blanca, apparently responding to the op- 
position, said that no dialogue could take 
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first, then certain conditions could be put 
forward for immediate implementation," 
he said, adding that the upazilla elections 
had nothing to do with the national elec- 
tions and that while he would like to stick 
to his schedule of holding presidential 
elections in May this year, prior to the par- 
liamentary ones, “there is no last word in 
politics." 

This was seen as a broad hint of his 
willingness to accommodate the opposi- 
tion, and he expressed optimism that the 
two major groups would eventually take 
part in the political dialogue, which 
opened on 7 January with about 100 politi- 
cians from 40 parties. 

Making his first public statement on the 
expulsion of Soviet diplomats from 
Dhaka, Ershad said his government had 
enough documentary evidence to justify 
its action. “We have taken the decision [to 
expel the Soviets] because we have some- 
thing to say against them," he said. 

Ershad has suggested that he would like 
to reach a consensus and establish certain 
norms before lifting his ban on political a 
tivities. But the two main oppositio 
groups have taken such strong stands on 
the dialogue issue that unless the govern- 
ment makes concessions and comes up 
with a face-saving device to free them 
from their own bondage, they can hardly 
back down completely. 

However well-meaning Ershad may ap- 
pear to be about his open-minded ap- 
proach to dialogue, there are limits 
beyond which he cannot go. The politi- 
cians do not seem to understand this, and 
some of them have even mistaken Er- 
shad's eagerness to come to terms with 
them as a sign of weakness, thinking 
that a tougher stand by the opposition 
might jeopardise his political plans. 

The opposition really only seems to 
have one option: an all-out movement to 
re-establish “proper democracy" in the 
country. Issues would not be hard to find. 
The difficult economic situation, increas- 
ing unemployment, rising prices of com- 
modities, including food, and unrest : 
universities are all issues which the oppo: 
ition may use to whip up resentment 
against the government — if it can hold its 
own loose alliance together. 

Meanwhile, campus violence between 
the pro-establishment and . opposition 
forces is on the increase throughout the 
country. The Dhaka University campus, a 
traditional hot-bed of politics, is simmer- 
ing with tension, and a spark could be pro- 
vided by plans to observe the anniversary 
of last year's bloody 14-15 February stu- 
dent-police confrontation there, in which 
several people were killed. 

Whatever the politicians and the stu- 
dents do is likely to involve a violation of 
the martial-law rule banning open politics. 
Opposition parties are now — within the 
law — holding indoor meetings, but they 
defiantly use microphones to let party 
workers outside and passers-by listen to 
their speeches. The police generally ig- 
nore such infringements of martial law in 
the back streets, but quickly intervene 
when it occurs on main roads. 
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Thats the difference’ 


As any importer, exporter or 
overseas investor will tell you, a really 
effective international banking service 
is vital in today s fast-moving markets. 

And as many have already 
discovered, that kind of service is no 
further away than the nearest branch 
of The Chartered Bank — part of the 
global Standard Chartered Bank 
network which has over 1900 branches 
in more than 60 countries. 

Because we're dealing with our 





dramatically — so funds can earn 
interest, rather than being held up 
in transit. 

And because we can offer you a 
complete range of services worldwide 
(from 24-hour-a-day foreign 
exchange dealing in 55 currencies 
through 18 dealing locations, to trade 
and project finance and merchant 
banking services) you'll almost 
certainly discover that we can make 
your international business life a lot 


own branches, rather than a correspondent network, we can simpler— as well as more efficient. 

often solve, within hours, problems that can otherwise take We have, in short, something different to offer you, when 

days to unravel. it comes to international banking. And discovering the difference 
Because our branches are linked by the latest computer could be the best business decision you'll make this year. 

technology, working through our own private telecommuni- Contact your local Chartered Bank branch for furthe: 

cations network, we can speed documentation and payments details. 
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Direct banking,worldwide 


Standard Chartered Bank PLC, Head Office, 10 Clements Lane, London EC4N 7AB. 

Offices in: Argentina, Australia, Austria, Bahamas, Bahrain, Bangladesh, Belgium, Bermuda, Botswana, Brazil, Canada, Colombia, Denmark, Falklands Islands, 
France, Gambia (The), Germany, Ghana, Guernsey, Hong Kong, India, Indonesia, Ireland, Isle of Man, Italy, Japan, Jersey, Kenya, Korea (South), Lebanon, Lesotho 
Macau, Malawi, Malaysia, Mexico, Mozambique, Namibia, Negara Brunei Darussalam, Nepal, Netherlands, Nigeria, Oman, Pakistan, Panama, People's Republic of China 
Philippines, Qatar, Seychelles, Sierra Leone, Singapore, South Africa, Spain, Sri Lanka, Swaziland, Sweden, Switzerland, Thailand, Uganda, United Arab Emirates 
United Kingdom, USA, Venezuela, Zambia, Zimbabwe 
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Bahrain (The Regency) * Cairo (Semiramis) * Dubai + Kabul* Karachi * Lahore * Makkah * Muscat* Peshawar (Khyber) * Rawalpindi * Riyadh * Taif (Massarrah). 





INTER: CONTINENTAI?* More than 80 superb hotels around the world. 
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e WE'VE had a bit of fun in these col- 
umns recently with diplomatic des- 
patches, inspired by one particular let- 
ter about a certain colourfully named 
ambassador to Moscow. We must re- 
member that diplomats these days are 
mere shadows of their predecessors, 
those plenipotentiaries who spoke and 
acted fearlessly in their countries' in- 
terests in the days before modern com- 
munications reduced their role to those 
of export salesmen and of postmen deliv- 
ering messages, glancing nervously over 
their shoulders, fearful of saying any- 
thing which could incur the displeasure 
of their masters back home. It is hardly 
surprising that most become bogged 
down in the small-minded minutiae of 
protocol, and only a few find some fun in 
the process. 

One man who retained both a sense of 
humour and a sense of proportion about 
his job was the 1960 British consul-gen- 
eral in Muscat, the capital of the sulta- 
nate of Oman, at the mouth of the Gulf. 
A. despatch he penned dated 16 August 
1960 was addressed to the Earl of Home 
(the then British foreign minister, there- 
after to become prime minister as Sir 
Alec Douglas-Home). It read: 
¢My Lord, 

1. I have the honour to refer to your 
Lordship's despatch No. 8 of the 29th 
July, in which you requested me to ascer- 
tain, on behalf of the Lords Commission- 
ers of the Admiralty, whether the Bb 
clarinet music, enclosed with vour de- 
spatch, was a correct and up to date ren- 
dering of the National Salute to the Sul- 
tan of Muscat and Oman. 

2. Ihave encountered certain difficulties 
in fulfilling this request. The Sultanate has 
not since about 1937 possessed a band. 
None of the Sultan's subjects, so far as I 
am aware, can read music, which the 
majority of them regard as sinful. The 
Manager of the British Bank of the Mid- 
dle East, who can, does not possess a 
clarinet. Even if he did, the dignitary who 
in the absence of the Sultan is the recipient 
of ceremonial honours and who might be 
presumed to recognise the tune, is some- 
what deaf. 

3. Fortunately I have been able to ob- 
tain, and now enclose, a gramophone re- 
cord which has on one side a rendering by 
a British military band of the *Salutation 
and March to His Highness the Sultan of 
Muscat and Oman." The first part of this 
tune, which was composed by the 
bandmaster of a cruiser in about 1932, 
bears a close resemblance to a pianoforte 
rendering by the Bank Manager of the 
clarinet music enclosed with Your 
Lordship's despatch. The only further tes- 
timony I can obtain of the correctness of 
this music is that it reminds a resident of 
long standing of a tune, once played by the 
long defunct band of the now disbanded 
Muscat Infantry, and known at the time to 
non-commissioned members of His 
Majesty's forces as (I quote the vernacu- 
lar) “Gawd strike the Sultan blind.” 
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4. Lam informed by the Acting Minister 
of Foreign Affairs that there are now no 
occasions on which the “Salutation” is of- 
ficially played. The last occasion on which 
it is known to have been played at all was 
on a gramophone at an evening reception 
given by the Military Secretary in honour 
of the Sultan, who inadvertently sat on the 
record afterwards and broke it. I consider, 
however, that an occasion might arise 
when the playing might be appropriate; if 
for example, the Sultan were to go aboard 
a cruiser which carried a band. I am prop- 
osing to call on His Highness shortly at 
Salalah on his return from London, and 
shall make further enquiries as to his 
wishes on the matter. 

5. I am sending a copy of this despatch, 
without enclosures, to His Excellency the 
Political Resident of Bahrain. 

I have the honour to be Sir, etc.* 


e THIS column (REVIEW, 8 Dec. '83) 
featured some examples of some rather 
high-flown language contained in adver- 
tisements in the Indian press. Bharat 
Bhushan provides a couple more from 
Bombay, the first from The Daily: 


FOR HUNDREDS OF 
YEARS, INDIA WAS IN 
THE HANDS OF 
FOREIGNERS, EVEN 
TODAY, MANY PEOPLE 
ARE THE SLAVES OF 
CHAIR, MONEY AND 
THEIR WIVES! 


OM PRAKASH BAJAJ 


I WILL BECOME THE SLAVE, WHO 
WILL SELL THE HOSIERY ITEMS IN 
CHEAPER RATES THAN MINE. 


SPECIAL REDUCED RATES FOR YOU: 





The second appeared in a recent edi- 
tion of Business India announcing that a 
large Indian firm required a chief execu- 
tive. The text read: 


¢An organisation which will have to limp 
back to normalcy in 1984 will require lots 
of vitality, physical and emotional sup- 
port, and transfusion of new blood in the 
form of capable managerial talent. More 
than that, it will require a leader of excep- 
tional merit who can blend them into a 
source of energy and power. 

The man who will become our Chief 
Executive, will have outstanding technical 
qualifications as a Chemical Engineer, 
with a rich flavour of chemistry. His own 
alchemy will consist of a consistent record 
of high achievements, tremendous ad- 
ministrative ability, and skill at taking his 
men along with him. He will be able to 
plan, communicate, coordinate, delegate, 
and control with an effortless sweep of 
grace and agility. 

The great thing about him will be that 
he will be bored with his present work en- 
vironment. He will now be looking for 
new pastures, and new horizons to con- 
quer. In effect, he will be the darling of 
head hunters like ourselves! 





When we manage to locate this man, we 
will put his head on a pedestal at Amar 
Dye-Chem as our Chief Executive. This 
will however be only a start. He will be 
able to grow like a tall tree in our organisa- 
tion, provided he bears fruit. 

Salary and perks packet will match all 
his best expectations.* 


As Bharat Bhushan comments, such 
purple prose is straining the limits of 
both language and credibility. 

e A BRAND of Chinese tonic wine, 
Juang Yuan Hung, is presumably of an- 
cient lineage rather than out of date. The 
blurb for the liquor is worth reproduc- 
ing: 

$JUANG YUAN HUNG FAMOUS 
LIQUOR an outmoded famous liquor 
which beggining from Ming Dynasty and 
have more then 300 years histry. Based on 
old method, the liquor is scientifically pre- 
pared by 17 choice medicinal herbs, such 
as Eucommia ulmoides Oliver, Angelica 
Sinensis Diels, Achyranthes bidentata 
BL, Chaenomels lagenaris Koidz, Aster 
tataricus Linn, Lignum Aquilariae, Lilac 
etc., soaked in Kaoliang Ta Chu made 
from the waters of Lung Tang in Wo Lung 
Gang out of Shang Tsai county, also with 
Hung Chu and Crystal sugar. So it is 
naturally in red colour and glittering. The 
taste is mellow and tasty; style is special. It 
is a really liquid food for men and women, 
old and young regullarly drinking. 

Actions, Helping strengthen weak con- 
stitution, improving appetite, adjusting 
spirit and blood, promoting spirit, im- 
provement of physical and is good for the 
extension of one's life.* 


The two Peking residents who sup- 
plied the label remain unimpressed, 
commenting that the wine is a weaker 
version of a maotai-type spirit with a 
sweetish taste reminiscent of mouth- 
wash. "As for its virtues as a liquid 
food," they add, “we’d rather chew on 
mist to gain immortality.” 

e THE REVIEW received many calen- 
dars for 1984, but none gave greater 
pleasure than one from Taiwan, showing 
the late Gimo, Chiang Kai-shek, and a 
vision of Christ, flanked by classical 
Chinese characters exhorting diligence 
on the hard road to heaven and self-im- 


provement: 
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Bl hy aren't we able to cope with the 
E greys?" mused.a young research 
economist, sharing a sushi lunch at a res- 
taurant near the Stanford University cam- 
pus. She had written her Ph. D disserta- 
tion on China's agriculture after a year of 
field work in the Chinese countryside, and 
our conversation: was about doing re- 
search in China and what seems to be an 
American compulsion to paint China in 
either black or white. Everything in China 
somehow has to be either all bad or just 
inderful — nothing in between. One is 
ither for China ór against it. 
“Our conversation had begun on the 
topic of Steven Mosher, a graduate stu- 
dent who had been thrown out of Stan- 
ford's anthropology department in Feb- 
ruary 1983. Mosher, according to a state- 
ment issued by the university, was guilty 
f abusing his status as an anthropologist 
to engage in illegal and seriously unethi- 
al conduct while in the People's Republic 
f China." The American China- “specialist 
o imunity IS virtually unanimous in its 
port for Stanford's action, despite the 
act that no one outside Stanford appa- 
ly has gd the secret oy bee report 





that HC  con- 





? evidence 


“ths NAE in his published 
^ sides insist that the < case of 


1 | i Mosher 1 case ‘cannot be vase 
lout some ee eae of the condi- 
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an active role in officially initiated pro- 
grammes. Those people identified by the 
state as opponents or deviants customarily 
face a secretive and harsh police system 
run by the Ministry of Public Security in 
which the individual in fact enjoys no 
safeguards against arbitrary arrest and im- 
prisonment. 

Chinese governments — Confucian or 
communist — have customarily sought to 
regulate foreign access to Chinese society 
and to contain foreign influence. Some at- 
tribute this trait to what they see to be a 
characteristic Chinese xenophobia; others 
ascribe it to a quite natural fear of foreign. 
manipulation. When the Western powers 
and Japan shattered the Qing dynasty's 
capacity to rule and to defend China from 
foreign influence in the latter half of the 
19th century — during the years from the 
Opium Wars in the mid-1800s to the sup- 
pression of the Boxer Rebellion at the 
turn of the century — Peking was ren- 
dered virtually helpless to fend off foreign 
efforts to exploit and control China. 





Peter van Ness, who received his Ph. D 
in political science from the University 
of California, Berkeley, teaches at the 
Graduate School of International 


Studies, Denver University. A member 


of the board of directors of the National 
Committee on United States-China Re- 


lations since 1971, he is the author of | 


Revolution and Chinese Foreign Policy 
and co-author of China from Mao to 
Deng. 





British, Japanese, Russians, Germans, 
French and Americans sought to shape 
the Chinese and China, each to its parti- 
cular design, during the next half cen- 
tury. 

The communist victory in 1949 sym- 
bolised perhaps more than anything a col- 
lective Chinese determination to expel un- 
wanted foreign influence and to reassert 
Chinese control over the country’s des- 
tiny. Communists in power initially sought 
assistance from the socialist motherland, 
the Soviet Union, until differences over 
socialist doctrine and Moscow’s attempt 
to dominate led to a split in 1958. But the 
CCP, from 1949 to the present, has been 
preoccupied with preventing Western 
capitalist countries from sabotaging its 
soctalist construction. Hence, any kind of 
cooperative contact between China and a 
foreign capitalist country is a particularly 
sensitive issue, and those Chinese officials 
designated:to administer such program- 
mes are especially vulnerable within the 
Chinese political system. 
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"capitalist restoration" may sound: like 
just another slogan to a visiting American, 
but to many Chinese they touch a sensitive 
nerve. American researchers and teachers 
working in China today complain about 
being seen as spies, when many of them 
consider employment in American intelli- 
gence services anathema and some have 
proved their independence from official. 
United States. Government policies by 
public opposition... 

But ideology a d hi: ory cause Chinese 
leaders to see the foreign. scholar inves- 
tigating the workings of their society in 
quite different terms, and when old re- 
volutionary cadres observe Chinese you 
emulating foreign lifestyles and deyelc 
ing a taste for such things as foreign mus 
and clothing, many fear that the Chi. 
they fought to liberate may be falling. Wa 
tim once again. to corrupting influences 
from abroad. 

From an American perspective China is 
a country preoccupied with secrecy. Much 
of what in the US is publicly available in- 
formation, regularly shared with citizen 
and foreigner alike, is classified “neibu.” 
or restricted material, in China. Tele- 
phone ‘books, maps, newspapers and 
academic articles and books, having no- 
thing to do with military or national sec- 
urity, have regülarly been classified neibu. 
At least one American scholar has found 
that he ‘could not have access to a Chinese 
translation of an article he n ‘wrote 















it had bcon classified neibu. | 

It is illegal for foreigners to have ‘ACCESS 
to neibu or other restricted material ex- 
cept under certain conditions, and foreign 
scholars are pat not aware of what ‘those 
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aal to S nn d icholars. a pecially ‘since 
much of the important professional litera- 
ture in a given discipline is published? in re- 
BER journals. 

he: generosity of these Chinese: col- 

leapues and local officials unquestion- 
ably advanceés:the research of visiting 
foreign academics, and virtually all re- 
searchers who'spend any time working in 
China are drawn into accepting from their 
Chinese | colleagues neibu. material, 
whether they are carrying out field re- 
search or simply working in a Chinese 
library doing archival research. But: asa 
fesult, they are made vulnerable to/possi- 
ble charges. of breaking Chinese laws re- 


‘garding classified material, or even ira 


„gations of spying. 
Chinese schola 
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-Most lisciplines i in the humanities and 
social. Sciences in China are, by Western 
Mondards; far short of international stand- 
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t is obviously untenable to hold 
visiting. scholars and other | 
foreigners working in China 


no > legal way of knowing about.’ 
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of the late chairman Mao 
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es and social science dis- 
it can be expected to be 
foreign scholars in those 














understandable nationalistic and 
professional reasons some Chinese 
; emics are most reluctant to permit 


questions in China — particularly if the 


studies are not part of a collaborative re- 


search project with Chinese scholars — 
before these problems have been re- 
searched by the Chinese themselves. 


Some of the projects thus far that have. 


been most welcomed by the Chinese have 
been joint American-Chinese projects in- 
. -volving opportunities for Chinese resear- 


“hers to be trained in modern social Sei- 


nce.techniques. | 
Clearly Peking is determined to get allit 


l can out of the present policy of opening to | 


the West. The Committee on Scholarly 
-. Communication with China, which ad- 
tme b the official exchange "pro- 









D, American pec dud in China. Also, 
there is a substantial difference in the ac- 
enjoyed by those Chinese working at 
3 universities and research institutes, 
compared with that granted Americans 
> studying in China. Sometimes Chinese 

scholars are even invited to join American 

research teams engaged in pioneering 
work at the forefront of their disciplines, 
while American scholars often have diffi- 
„culty just getting access to library mate- 
.  rialor arranging for an adviser in the ap- 
cg tppriste department at a: pening univer- 










responsible to rules that they have 


: Zedong’ s repeated attacks on intellectuals 


— foreign researchers to investigate social- 


nme aen the two > countries, esti- 


_| way of knowing about. - 


. field research as one of the opportunities 


available to scholars going to China under 
the official exchange. The Chinese called 
it a moratorium. If there was the expecta- 
tion on the American side that once 
Mosher was punished, the Chinese would 
again permit American researchers under 
the official exchange to engage in long- 
term field research, that expectation has 
not been realised. Informed sources in Pe- 
king point out that Chinese policy is that 
long-term social science research in- 
volving field work in China by foreigners 
will not be permitted. The reasons given 
are that: 

» It involves the concurrence of local- 
level organisations, which are presently 
too busy with other work 

» Chinese colleagues and prospective 


Chinese collaborators in joint projects 


have their own research agendas and are 
too busy to work together with foreign so- 
cial scientists. 

» Research opportunities for Americans 
in China were achieved through bilateral 
government negotiations during 1978, the 
same year the US decided to shift its for- 
mal recognition from Taipei to Peking. 
The Chinese apparently agreed reluc- 
tantly to permit some American scholars 
to do research in China and only then in 


| return for a formidable quid pro quo: an 


exchange ratio of some 20. Chinese sent to 
the US to study and research in areas vital 


to China's development in return for one | 


American sent to China. 


A report prepared by Kenneth Prewitt, 
a president of the influential Social 


| Science Research Council in the US, and 


Michel Oksenberg, a professor of political 
science at the University of Michigan, ar- 
gues that the principal objective of the ex- 
changes must be to achieve a solid ünder- 
standing of each other's countries. This 


objective is central to scholarship and ob- 


viously fundamental to the kind of mutual 


understanding between the two countries | 


that must be established in order to sustain 


cooperative, peaceful and mutually bene- 


ficial bilateral ties over the long run. But 
the objective of mutual understanding 


must be clearly distinguished both from 


intelligence activities and from efforts to 
co-opt or change China. 

Whether or not the Chinese side finally 
decides to publish a set of guidelines gov- 
erning research by foreigners in China, 
Americans must insist that their scholars 
are not to be held responsible to laws-and 
regulations that remain Chinese state sec- 
rets. The elimination of that Catch 22 
must be a first priority. However, this is 
not — and must not become — a demand 
for extraterritoriality. When. Americans 
go to work in China they must be prepared 
to live under the rules that the government 
of that country sets for them, but it is obvi- 
ously untenable to hold visiting scholars 
and other foreigners working in China re- 
sponsible to rules that vey mae: no legal 
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but the US should work. 
and insist on conditions th: ti 
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Present arrangements for som 
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the exchange. As Prewitt and Oks 
argue in their report, the exchanges 
not become an aid programme. Tt: 
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The Far Eastern Economic Review is | 
now publishing a quarterly index which. 
details by country and date everythi 
that has appeared in the Review. The. 
-index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
 needless searching for information 
ORDER YOURS. TODAY! Onh 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and. 
send with your payment. 
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dislike of the ‘thinking class’ still hampers modernisat 


ellectuals on i 


y Robert Delfs 


in a speech marking the centenary of the death of Karl Marx : ment, a tide of resentment against China's humiliation by 
| 
























last year, Chinese Communist Party (CCP) General Secretary | foreign powers and degradation under warlord rule that was al- 
Hu Yaobang urged party members to take a correct view of in- | most exclusively made up of urban intellectuals, many of whom 
ellectuals. “Intellectuals were needed to overthrow the old | were educated in Japan and the United States... 
world,” he said. “They are needed still more to build the new Hectuals -c f Peking à and 
one.” Hu's remarks were part of a media campaign over the past . 
year to upgrade the standing of intellectuals. China's current 
eadership cites the backwardness of science, technology and d 
wledge as the main reason for China's primitive state of | ihe Tes 1920s, it genuinely became $ ay party à 

nomic development. & adopted a peasant outlook and programme: It recruite 
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Economic modernisation is therefore seen to require a corres- | ants by the millions — mostly the landless and poor, rough 
ding elevation in the working conditions, status and | who fought in a brutal guerilla war first behind Japanese 
ileges accorded to intellectuals. Less than a decade ago re- | and then against the Kuomintang. It embraced peasant concept 
led as bourgeois reactionaries and members of the "stinking | of justice, concepts which embodied a dichotomous view of so 
nth category" intellectuals have been restored to the fold of | ciety which Mao's celebrated essay, On Contradiction, merel, 

working class. restated in Hegelian terms. | 

ike the manual labourers and peasants, the intellectuals are The result has been a social and organisational schizophrenia 
. workers and they are a component part of the working | within the party itself and the men who lead it. The party leader- 
ss,” according ship may be intel- 
n article head- lectuals, and their 
“On the Re- pronouncements 
ist | may be garbed in 
the language of 
Marxian dialectic. 
Yet, at the heart, 
in its most visceral 
responses, the 
CCP remains a 
T pe of peasants. - 
| Resentmen of 
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onquered the | Hs d | 

ry, and now ` Contemporary Chinese cartoon shows intellectuals tied up in cold storage: —— .  ceived during the 
l pit ns needed, but not wanted. j xS Cultural Revolu- 
ing it | tom 


The term "intellectual" is not à pretise one, and it can be par- 
ticularly misleading in the Chinese context. The English word, 
strictly speaking, simply means a person who is given to the use 
of the intellect. i common usage, it often. implies something 
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ise an instinctive gine that exists fos the fact that 
its founding in 1921, the party has been largely led by intel- 
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 titudes derived from the specific role of intellectuals in tradi- 
tional Chinese society. They were not the servants or agents of a 
ruling class, but the ruling class itself — a secular priesthood de- 
dicated to the twin ideals of enlightened public service and liter- 
ary cultivation. In the 20th century, many Chinese intellectuals 
were drawn to and a fe v fully realised the modern Western ideal 
of the intellectual as Promethean rebel and critic — Lu Xun is 
the obvious: iple. But the ideal of the intellectual as rebel 
lacks indig thinese roots — against whom could the tradi- 
tional Chinese intellectual have rebelled? 

Incumbent upon the Confucian scholar-official, however, was 
_ the obligation, at least in theory, to criticise bad government and 
. bad policies. But this critical role was not protected — it was as- 
> sumed that the consequence of exercising it could be dismissal, 
- -banishment and even death, and often it was. It was not a a right 
< but rather a responsibility implicit in the general obligations of 
<> the Confucian intellectual as a member of the ruling elite. 





| T outward. appearances, the literati today — writers, artists 
and professors of history — seem only the wounded middle- 
aged standard-bearers of a moribund culture. What threat of re- 
surgence could they have posed as a class to provoke the terror 
unleashed upon them in the Cultural Revolution? In the West 
nd also within China the Cultural Revolution had a dual qual- 
y. It was a moment of chaos, when an entire society tore loose 
from its senses in a reasonless spasm of violence against its best 
and its brightest... 

It is also understood as a power struggle i in which Mao and his 
“leftist” lieutenants attacked and purged officials within the 
party who, in the aftermath of the disastrous Great Leap For- 
ward, were moving China towards more pragmatic economic 
and social policies. These officials were gradually dismantling 
Mao’s grand rural collectivist experiment. They resumed the 

support and expansion of education. They represented the pro- 
fessionally qualified technicians and administrators who, they 
. argued, must supplant the "political" cadres if China were to 
achieve modernisation. 

To Mao, and to others who identified with the revolution. $ 
peasant legacy, they were the resurgence of a new mandarinate, 






Fhe rehabilitation of i intellect als from 

the status of bourgeois to a compo- 
nent of the working class is almost solely 
attributed to the efforts of Deng Xiao- 
ping, according to a lengthy article on 
| the question in the October issue of the 
party journal Hongqi (Red Flag). 









| “Mistakes” in party. policies towards 

| intellectuals go back to the 1930s, the ar- 

| ‘ticle acknowle . They became seri- 

—] cous following the “broadening of the | 

| struggle" against “bourgeois rightists” 
in 1957 and found dadeni expression” 












| during the Cultural Revolution as intel- 
lectuals were systematically persecuted. 
"Deng focused his attack on the “Two 
Appraisals" — the key conclusions in a 
1971 document, the Summary of the Na- 
tional Work Conference on Education. 
These were: 
<>- Prior to the Cultural Revolution, edu- 
cational institutions had been dominated 


. by the “sinister line” cere by 
‘bourgeois intellectuals. eet 





| Thinkers are workers too, 
a cording to the Deng line 


» Being basically bourgeois in their 
world outlook, the majority of intellec- | 
_tuals were bourgeois. | se 
` Aside from this document, there was 
no formal basis in party policy or state 
law for discrimination against intelec- 
tuals on the basis of class. Under laws 
dating to the early 1950s, intellectuals r 
employed by the state were classified as | 
either “staff members" or “senior staff | | 
members," both of which were subdivi- | 
sions of the labouring class. | 
The “summary,” however, held Mao 
Zedong’s imprimatur (a scrawled circle | people, and therefore can be regard: 
indicating approval). Moreover, as the 
Hongqi article acknowledges, the at- | 
titade that intellectuals were essentially | 
bourgeois had in fact been prevalent | 
within the party for decades. Deng 
began his attack on the Two Apprai- 
sals in a speech on 24 May 1977, in 
which he. criticised the “Two What- 
evers" slogan — whatever Mao did was 
right, and whatever Mao said was right 


: anew rüfing class. They included t 


leadership — Deng Xiaoping, Zhao 
Bo Yibo. These officials within the par 
sors outside it, were the real targets of 
In a sense they are the real Chines 
issue was never the Western idealo 

ways the Chinese norm of intellectu: 
successors of the Chinese scholar- 
sumed the programme that had begun ii 

Intellectual qualifications, or in other 
have been of dubious advantage in China si 
century China that Deng and his allies would 
will count for all. There were two jobs for e 
280,000 graduates of the university class of 1983, ge 
State Council report on national graduate assignmer 
Most in demand were those who majored in finance, « 
various engineering specialities and English and Japanese 
guages. In the developed countries, typically 25% of the. 
year-old age group are enrolled in. higher education. Most m 
dle-income countries which do not owe their wealth to oil 
ports send 10-1575 of their youth to college. 

The students enrolled in institutions of higher 
China today — a little more than a million — 
1.1% of the 20-24 age bracket. Access to highe: 
China is on jn with Senegal, Ghana and Haiti. Entram 
nations for colleges and universities have been restor 
traces remain of the preferential treatment accorded a 
of peasant background during the Cultural Revolution. 
tice, this means that only a small proportion of that ! 
Chinese youth who attend college-will be sons and dav 
the peasants, who make up 80% of the Chinese popula 

Deng is right, of course, Rebuilding China's de: i 
tional establishment and replacing “political” cadres w 
fessionally qualified administrators and technicians is 
only hope of escaping poverty and achieving the goalof an 
nised society in the next century. But in their own term 
peasants who fought the Chinese Revolution and their sons 
say, "We conquered China — now the intellectuals are rt 
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it," are right too. 





















| — as non-Marxist and argue 
people who engage in mental or 
labour are equally labourers. 

Following his reinstatement by f 
central committee i in Jul y y 1977, Deng 
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David Bonavia 

ing: Liu Zongyuan, a Tang dynasty 
er, once penned a letter to a friend 
ongratulating him on the fact that his 




























rounds that the loss of his material pos- 
sions would enable his virtue and ta- 
nts to be better recognised in their own 


ssical prose may have had some doubts 
out the sentiments expressed. It may 
ave been high-minded of Liu to comfort 
friend in this way, but it was not his 
use that burned down. 

china’s intellectuals today are in a 


e ruin. Long denigrated and persecuted, 
hey are now being exhorted to rise above 
hat. Pus to them in De past and 


ny : are qlee to hee their e. 
ned apan as they did in the 1950s and 


' alive and. burned their books in 
¿century BC. Desperately disun- 
Ahe. civil war in China from. the 
n ue 1940s, singled out for de- 


ic uh dhe intellectuals are sha- 
ruised and eames to stick their 
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e secure position for artists, writers 
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isc rmination: LESS will run dic Dok: 


fresh persecution by voicing opinions 
hich the party does not welcome and the 
es do not understand. They still live 
ear of being called “stinking,” which 
Mao’s favourite epithet for them. 

The late 1970s saw a flowering of litera- 
re, philosophical. debate, popular cul- 
re, dance, theatre and contacts with 
reigners. But this was strangled by the 
ommunist party in 1980, mainly in re- 
onse to protests from top army com- 





sin the leadérship. Since then there 
cen no improvement — indeed many 
ellectuals see the recent campaign 


Ouse had been burned down on the 


ght. The recipient of this famous piece of 


ewhat similar position to the owner of. 


ror persecuti ShiHiae bured Confucian’ 


anders and other Left-conservative ele- - 
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of a new onslaught on themselves. So they 
have again become cautious, shun contact 
with foreigners, and suspend their crea- 
tive or cerebral production. “It is coming 
again," is the phrase many of them use to 
describe the implications of the moves 


against spiritual pollution — which princi- 


pally means Western culture. 

Indeed, just as some writers were hop- 
ing for a little peace and quiet to get on 
with their work, zealots at all levels are 
trying to turn movement into a mass politi- 
cal campaign. Deng Xiaoping's leadership 
group, however, has forbidden this, hav- 
ing evidently let the movement start in 
order to pre-empt leftist criticism of the 
domestic and foreign policies, considered 


to be “contaminating” for China and espe-- 


cially Chinese vouth. 


istorically, China's intellectuals are 
different from those of most other 
countries: rather than just enriching or 
strengthening their native civilisation, 
they were largely responsible for invent- 
ing it. This may be one reason nowadays 
they show so little enthusiasm about build- 
ing a new civilisation based on European 
ideas. 

The first great Chinese secular intellec- 
tual, Kung Fu-tzu, or Confucius as he 
came to be known in the West, was re- 
nowned not by prophecies or miracles, but 
by telling the feudal rulers of his day how 
best to organise their kingdoms and the 
various social relationships within them. 
He stressed ritual, learning, the arts, mod- 
eration, propriety, ethics, morals and à 
stable family life as the recipe for success. 


ne of the great disservices done to 
China by its intelligentsia in the 19th 
and early 20th: centuries was their failure 
to come to grips with the nature of West- 
ern political, economic and scientific 
thought. The Japanese — already used to 
mass import of other people's culture 
(Chinese and Korean) — made a great 
success of coping with. this historical 
necessity, as China learned to its cost from 
their war of 1894-95 on. 

Typical of the inadequate Chinese 
understanding of the West was Ku Hung- 
ming, a prominent intellectual of the 





against "spiritual.pollution" as the herald 
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A simple, but not de ; 
| of the Western world | 


period. Flamboyant. and vain, Ku had | 


studied in Europe, spoke French and Eng- 
lish, and larded his writing with quotations 
in. German and Latin, too. 

Ku was. an ultra-conservative who 





in. government pe nae example: hs 
And there — in theory — they remained. 
until the 20th century. They had theirups - 
and downs, of course. During the Tang 


dynasty, they had to fight to prevent 


Buddhism from becoming a state creed. 


They quarrelled among themselves — 
about government policy, rank, personal 
matters and the niceties of literary style. 
They also became. immensely vain and | 
intolerant of new ideas. Most were delib- - 
erately ignorant. of. he outside. world. 
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the faults thata arise ea when onéso- 
cial class or group has held power for too - 
long — like the Roman Catholic priest- 
hood in Europe before the Reformation 
of the 16th century. Nonetheless, the in- 
tellectuals were China's pride and joy, the - 
proof of its superiority over other nations. 
Every Chinese parent's dream was to 
have a brilliant child who would master 
the classics in a mere 20 years and then go' 
off to the capital to pass the highest exami- 
nations and become an important official: 
Many Confucian officials and statesmen: 
were models of probity and courage. — 
The intellectuals’ greatest single fault — = 
which became aggravated with the passing 
of the centuries — was their addiction to 
form as against content. This was at the 
heart of major debates about prose style i in 
the Tang dynasty and cosmology in the 
Song. There has always been a tendency - 
for ritual and etiquette to take the placé of 








morality and humanity in Chinese social 
dealings, 


with each other and with 










understand hin: because: of their “deli- 
cacy” of mind. The English, he said, could 
not, because they were “deep, simple but 
not broad," whereas the Americans were | 
“broad, simple but not deep,” and the 
Germans were Taea: broad but not sim- 
ple. 2s ad 

These astonishing - denon | 
echoed the prose style of classical. 
Chinese, with. its.emphasis on balance, . 
deese and formalism. Tr were ies | 
















` foreigners. This tendency became most | 


pronounced during the final decadence of 
the Qing (Manchu) dynasty: from the 


mid-19th century until its demise in 1911. . 


The viceroys and mandarins of coastal 
China — all of them products of the Con- 
fucian educational system — simply could 
not come to terms with the rough open- 
ness of the European officers and traders 
who quite frankly proclaimed that they 
had come to China to make money. 

Struggling to find a way out, the Man- 
chu elite, with its retinue of Chinese scho- 
lar-administrators, was let down by the 
Confucian tradition. For the first time 
since the Song dynasty, imperial China 
was forced to deal on equal terms with in- 
truders from remote countries, where 
Confucianism had barely been heard of 
and commanded no respect. The failure of 
Confucianism in the face of European sci- 
ence and technology not only led to the 
downfall of the Manchu empire, but also 
cast a shadow over the nation's whole 
tradition of scholarship. 


bs jd the polarisation of Chinese poli- 
tics into the pro-communist and pro- 
1omintang tendencies in the first half of 
the 20th century, the old learning proved 
less and less helpful, though its.advocates 
continued to proclaim that its moral bene- 
fits were more important than its lack of 
technical data. Unfortunately for Con- 
fucianism, the Western “barbarians” were 
not devoid of moral principle, as had pre- 
viously been assumed; they even aspired 
to “save” Chinese souls with their reli- 
gions. | 
More aggressive than. Buddhism — 
China's only other imported religion of in- 
tellectual importance — Christianity 
seemed to conform to the best aspects of 
Confucian principle, but went further in 
specifically laying down what happens to 
the human personality after death. To 
some Chinese, for whom death is wrapped 
around with dread and superstition, this 


fhe period were as inane as Ku in their 
dgments of the West, relatively few of 
...em had more than a nodding acquain- 
tance with the thought and characteristics 
of Europeans, whereas he had at least 
made a conscientious study of them. 
Writing during World War I, Ku consi- 
dered that the war was caused by Ger- 
many because it felt compelled to use its 
faith in “might and moral fibre" to sup- 
press the English **worship of the mob," 


by which he presumably meant parliamen- - 


tary democracy. His recipe for peace was 
to teach Confucianism to the Europeans, 
so that they would acquire the “gentle- 
ness" of the Chinese and turn their swords 
into ploughshares. 


e scholar called Confucius' teachings 
*the Magna Carta of the Chinese na- 
tion,” — hardly a very appropriate com- 
parison since he considered loyalty to the 
emperor to be the highest duty of man, 
whereas England's Magna Carta specifi- 
cally limited the rights of sovereignty. 
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Mao: standing alone. 


message had its attractions and comforts 
which Confucianism could not supply. 
This would not have mattered so much 
were it not that Confucianism was essen- 
tially a doctrine for governments. When a 
Confucian government was overthrown 
by a more modern and effective political 
philosophy, the whole Confucian tradi- 
tion was open to denigration. 

It is in China itself that the greatest de- 
predations of the anti-Confucian move- 


ment can be seen. Originally benign to- 


wards Confucius, whom it viewed as a 
great Chinese thinker, the Chinese Com- 
munist Party under Mao Zedong later re- 
jected his philosophy, especially in the 
politically motivated campaign to criticise 
Lin Biao, once named as Mao's successor, 


and Confucius in 1973-76. Characteristi- 


cally, Mao let this movement rub off on 
nearly all intellectuals, on the grounds 
that they were Confucian-influenced, 


-which was certainly true of the older gen- 


eration. It was proclaimed that Mao, the 
self-educated peasant, had done more to 


Ku's hierarchical view of society was 
particularly pronounced in his view of 
Chinese women, whom he thought the 
best in the world because they were the 
most obedient to the male. On the other 
hand he regretted that Chinese women 
over the centuries had lost their “de- 
bonair" quality which, he felt, resided 
now only in Japanese women. 

Elaborating on his opinion. that democ- 
racy was at the heart of England's trou- 
bles, he wrote: “The actual rulers of Great 
Britain today, responsible statesmen like 
Lord Grey, Messrs Asquith, Churchill 
and Loyd [sic] George are not able to 
maintain civil order in theif own country 
and keep international peace in Europe, 
because, instead of worshipping God, 
they worship the mob — worship the mob 
in their own country but also the mob in 
other countries." He even blamed British 
“mob-worship” for the Russo-Japanese 
war of 1904-05. b 

Ku's views on Chinese society were no 
less quaint. He maintained that the need 


save China than all of its old-style intel- 


ligentsia put together. Many of the latter 
stayed on to help the communists build 
their New China, but in the anti-rightist 
campaign of 1957 and the Cultural Revo- 
lution from 1966 on, most were de- 
nounced, maltreated or exiled and some 
were killed or driven to suicide. 

The disastrous effects on the country's 
educational system are now acknow- 
ledged, and the intellectuals are being cal- 
led back into the schools, universities and 
institutes, where some of them are now 
teaching and doing research again. Large 
numbers, however, are still wasting their 
knowledge in remote places, whose local 
officials do not want them to go back to 
the big cities — whether out of spite or 
fear that they will seek revenge later for all 
they suffered in exile. 

One of the main problems of the mod- 
ern intelligentsia is its lack of self-respect 
because of its lack of achievement. Al- 
though modern China has some scientific 
achievements to its credit, its cultural out- 
put since the 1960s has been abysmal. 
Most of the new painting being done in 
China is banal or imitative, new music 
consists of tinny ballads or lifeless, synthe- 
tic blends of Chinese and Western styles. 
Foreign scholars who have time to plough 
through recent literary output have little 
of interest to report, Criticism is still crude 
and politically oriented. Contributions on 
philosophy have been reduced to zero 
since the Mao-cult period. 

A large proportion of the present intel- 
lectual generation who studied abroad 
were taught Russian, which is now almost 
useless to them, and they are too tired and 
dispirited to start on a new foreign lan- 
guage. Teaching and examination stand- 
ards are terribly low, and the emphasis is 
again on rote learning. It is not a happy 
scene, and not one that will change in a 
hurry. China has not found its new cul- 
tural identity, and its intellectuals are be- 
wildered and at sea. 


for policemen and soldiers to protect law- 
abiding citizens in China was negligible, 
since “a man in China is protected by the 
sense of justice of his neighbour." And 
whereas there was no denying wars had 
taken place in China, they were merely 
*accidental," whereas in Europe warfare 
was a concomitant of imperialist rule. 

For all his naivety, Ku showed consider- 
able wit when he compiled a “catechism of 
Anglo-Saxon ideals for the use of Chinese 
students," basing it on ideas he claimed to 
have found in the works of Putnam 
Weale, an English writer in Shanghai. It 
ran in part: 

*What is the most heinous sin? — To 
obstruct British trade. 

*For what purpose did God create the 
400 million Chinese? — For the British to 
trade upon. 

*What form of prayer do you use when 
you pray? — We thank thee, O Lord, that 
we are not as the wicked Russians and 
brutal Germans are, who want to partition 
China." — DAVID BONA VIA 
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Hu Na in action: should dissidents vote with their feet? 








The dilemma of patriotism 


vs political criticism 


By Michel Masson 


ast year Qian Mu, dean of Chinese 

historians and one of the co-founders 
of New Asia College at Hongkong’s 
Chinese University, returned to Hong- 
kong from Taiwan to deliver a passionate 
plea on behalf of Chinese intellectuals and 
specifically their role in China’s govern- 
ment. With youthful vigour, the 89-year- 
old scholar spoke of the traditional mis- 
sion of the Confucian literati, who he said 
had for centuries been the guardians of 
Chinese tradition. At court or away from 
court, in office or out of office, they had 
been in charge of China’s destiny, he said. 

Qian's message was clear and forceful: 
Chinese intellectuals have been endowed 
with a mandate, and that mandate, which 
has outlived so many rulers and dynastic 
changes, has also survived Mao Zedong 
and his revolution. Unique to China and 
little understood by foreigners, that man- 
date is not negotiable; it is in fact the only 
hope China has today. 

A few months earlier, a student of 
Qian, Yu Yingshi, put forward similar ar- 
guments in an interview with the Hong- 
kong magazine, The Seventies. Yu, who is 
professor of Chinese history at Yale Uni- 
versity in the United States, said that 
Chinese intellectuals have always been the 
conscience and salvation of their society in 
a way unknown elsewhere. Admittedly, 
they have more often than not failed in 
their concrete attempts at straightening 
the paths of Chinese history, but the fail- 
ures themselves testify to the grandeur of 
their calling, said Yu. 

Such sentiments are also found in the 
wall posters posted up around Hongkong 
campuses early in May each year to mark 


the 4 May Movement. The posters hail 
the excellence, dedication and selfless 
heroism of those Chinese intellectuals 
who helped rescue China from the shack- 
les of feudalism and imperialism. And yet 
such confidence in the role of intellectuals 
is by no means unqualified. 

In the eyes of one analyst, Chinese in- 
tellectuals have withdrawn “inside their 
shells.” They lie low and avoid public af- 
fairs, having learned that silence is the 
best policy. As for their public image, it is 
far from being excellent. They give the im- 
pression of being selfish, always asking for 
privileges, often appearing superficial, 
uncommitted and cliquish, the analyst 
said. 


ince 1911, Chinese intellectuals have 
been unable to find a new role for them- 
selves in the post-imperial, post-Confu- 
cian societv. In politics and in their profes- 
sional fields their expertise often proved 
to be inadequate even to diagnose, let 
alone treat, China’s many ills. Thus they 
found themselves unable to fulfil their 
mission as they understood it. This 
brought on a feeling of failure and guilt 
that may have been an important factor in 
the apparent willingness of many intellec- 
tuals to cooperate with the communists in 
the early 1950s. 
Today, however, the communists do 


Fr Michel Masson SJ studied Chinese intellectual his- 
tory at Harvard University and is now on the staff of 
Chinese University, Hongkong. He is a contributor to 
Bulletin Mensuel, a monthly analysis of Chinese news, 
published in Hongkong. 


not expect love from intellectuals, though 
the local cadre is still around, patting intel- 
lectuals on the shoulder and talking of pat- 
riotism. Here, the party plays safe. After 
all, which Chinese intellectual — in China 
or elsewhere — would choose to be unpat- 
riotic? 

But what is the exact tenor of patriotism 
and associated notions, such as 
nationalism or the unity of China? What is 
the China that patriots love: is it a cultural 
heritage, a common past, a nation, a uni- 
fied people, a government or party? Can 
a patriot be critical of many irrational ex- 
pressions of Chinese nationalism? And 
can one be a patriot and vote with one’s 
feet by leaving China, like Chinese tennis 
star Hu Na, who defected to the US? 

Patriotism is a mixed bag everywhere, 
but in pluralistic societies it is not neces- 
sarily invested with so many crucial mean- 
ings as in China. Fora Chinese intellectual 
that mixed bag appears to be the one link- 
age still available between his inner moral 
self and the many external socio-political 
realities. 

Other broader questions also are beine 
raised as to the creativity of Chinese inte 
lectuals. In August 1982, for instance, at 
Stanford University seminar Qian Ning — 
a geophysicist who left China for the US in 
1975 — described what she saw in China as 
massive intellectual irresponsibility. 
When millions of Chinese are out on the 
streets chanting political slogans, she said, 
it does not do simply to blame the Gang of 
Four, the party or some time-honoured 
tradition of feudalism for China’s prob- 
lems. 

She criticised those Chinese intellec- 
tuals, who in the 1950s joined politico- 
academic campaigns which criticised Al- 
bert Einstein because they were unable to 
accept academic pluralism. Authority- 
oriented Chinese intellectuals are incapa- 
ble of creativity, independent thought and 
true research, Oian argued. Oian's con- 
clusion was that her criticisms were to be 
taken seriously because otherwise the 
Chinese nation would be *doomed." 

Scientists are not the only intellectua!« 
under fire. In an article presented at 
1982 symposium in Taiwan, an old ques 
tion was raised once again: “Where are 
the Chinese thinkers?" Ill at ease with 
conceptual thought and abstractions, 
underrating methodological questions, 
the article concluded that Chinese intel- 
lectuals study, ‘but they do not think. 
China has become a cultural desert and it 
has been a long time since Chinese intel- 
lectuals have created anything what- 
soever, the article claimed. 

The issue of creativity involves many 
complexities. One such complexity was 
analysed recently by painter Xia Yang ina 
letter to a young colleague in China, which 
appeared in The Seventies last year. Sur- 
veying painting in present-day China, Xia 
detects a major flaw in the omnipresent 
notion that painters should aim at combin- 
ing Chinese and Western traditions. 

Drawing on his own experience over the 
past 20 years, Xia sees the many am- 
biguities of that cultural synthesis princi- 
ple. In fact, he argues, “Western painting 
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Where in the world do 
you find construction 
lesigners, engineers, 
-onsultants, managers, 
aterials & equipment 
Suppliers with a proven 
ecord of reliability, 
-novation and cost 
Sensibility? 
Canada. 






































For more 
information contact: 


Australia 


Canberra — Canadian High Commission 
Commonwealth Avenue, Canberra ACT 
2600. 


Melbourne — Canadian Consulate General | 
Princes Gate East Tower, 151 Flinders Street, | 
Melbourne, Victoria, 3000. | 


Perth — Canadian Consulate General 

160 St. George's Terrace, Perth, Western 
Australia, 6000. 

Sydney — Canadian Consulate General | 
A.M.P. Centre, 50 Bridge Street, Sydney, | 
N.S.W. 2000. | 





People's Republic of China 


Canadian Embassy, 10 San Li Tun, Chao 
Yang District, Peking. 


Hong Kong 
Commission for Canada, P 0. Box 20264. 
Hennessy Road Post Office, Hong Kong 





Indonesia 


Canadian Embassy, Wisma Metropolitan, 
Jl. Jenderal Sudirman 29, Jakarta 





Japan 
Canadian Embassy, 3-38 Akasaka 
7 - Chome, Minato-ku, Tokyo 107 





Korea 
Canadian Embassy, Kolon Building, 
45 Mugyo-Dong, Jung-Ku, Seoul 100 


Malaysia 
Canadian High Commission, A.|.A 
Building, Ampang Road, Kuala Lumpur 





New Zealand | 
Canadian High Commission, (P.O. Box | 
12-049 Wellington) ICI House, 4th Floor 
Molesworth Street, Wellington 


Philippines 


Linking a nation. Building materials. Canadian Embassy, Cibeles Building, 6780 
Construction skills and experience, Canadian suppliers provide sawn Ayala Avenue, Makati, Metro Manila, 3117 
brought from many lands, have been lumber, plywood and hardware, appro- Singapore 

applied to develop a uniquely priate for construction projects in any Canadian High Commission, Faber House, 
Canadian fund of expertise. environment. 230 Orchard Road. Singapore 0923 
Innovative, pragmatic responses E : 

to the challenges of climate and Construction equipment. Thailand 

geography link the nation with To meet the demands of heavy Canadian Embassy, The Boonmitr Building, 
96,000 kilometres of railway track, construction and resource industries, 138 Silom Road, Bangkok 5 

825/000 kilometres of roads, urban Canadian manufacturers developed a 

and remote airports and port facili- range of rugged off-highway equipment. 

ties. But Canadian engineering and Building trades also work more produc- 

construction skills are not confined tively with Canadian produced wood- 

to mega-projects. working equipment. 

Design and project management. Joint ventures. In Canada 

Industrial, residential, commercial For both private and public construction call toll-free: 
developments and provision for projects, access to Canadian design, 

municipal services, for communities engineering, consulting, materials and 1-800-267-837 5 

of a few hundred or millions of in- equipment resources can be expedited 

habitants, all attest to the practical through External Affairs. Joint ventures, 

and aesthetic approach of Canadian in many countries, have proven beneficial 

construction experts. for all concerned. It's worth considering. 
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The Citi of Tomorrow: 


It's electronic banking 
that removes barriers 
of time and distance. 


The Citi of Tomorrow 
brings you electronic banking 
services that help you do 
business anywhere you want 
to, anytime you want to. 

Our account managers 
bring you advanced technology 
that can get remittances to 
you faster, so you can put funds 
to work faster. 

They can give you immediate 
access to financial data and 
services that can help you make 
the most of your money. 

They can simplify your 
international operations by help- 
ing you track transactions in 
seconds. 

And they can connect you 
to a worldwide service network 
staffed by Citibankers in more 
than 2,300 offices in 94 countries. 

The Citi of Tomorrow. 
A commitment that began more 
than 80 years ago when 
Citibank opened its first Asian < $ 
offices. And a commitment that's MEM 
even stronger today. f 

To see how one client is pres- | 
ently using the Citi of Tomorrow, 
scan the case on the next page. 


It's innovative Citibankers and 
their future-minded customers. 
Robin Talwatte, deputy general 
manager of the Bank of Ceylon, worked 
closely with Citibanker Rakesh Aggarwal 
to make the Sri Lankan bank the first user 
of electronic banking on the island. 
Using Citibank’s worldwide network, 
Aggarwal, a senior officer with Citibank’s 
Sri Lankan branch, has enabled the Bank 
ES. uA AM of Ceylon to access data channeled from 
The Citi of Tomorrow and Global Electronic Banking are service marks of Citibank, N.A. overseas correspondent banks to Citibank. 
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The Citi of Tomorrow: 
It’s helping the | 
Bank of Ceylon improve | 


service, profits, and 
Sri Lanka. | 


Sri Lankans working in the 
Middle East or other distant 
locations often send drafts or 
bank checks thousands of miles 
to their families in Sri Lanka. 

The problem: traditional 
handling of these drafts requires | 
two to three weeks before 
they can be verified and paid 
by Sri Lankan banks—a costly 
delay, since the drafts total 
almost $250 million a year. 

The Bank of Ceylon—the 
largest bank in Sri Lanka— 
challenged Citibanker Rakesh 
Aggarwal to help improve 
customer service in its island- 
T wide network of branches. 
Aggarwal explained how 
electronic banking services could 
be developed in Sri Lanka to 
allow the Bank of Ceylon to 
credit funds from overseas within | 
days instead of weeks. He also | 
helped the Bank of Ceylon use 
electronic banking to reduce 
costly paperwork and processing. | 

To see how Citibank's 
electronic banking has contrib- 
uted to the Bank of Ceylon's 
operations while helping Sri 
Lankans and the economy of Sri | 


Lanka, read the piece below. | 
"ipd, J 












Robin Talwatte of the Bank of Ceylon 
and Citibanker Rakesh Aggarwal use 
electronic banking to give this Sri Lankan 
bank a competitive edge 


The Bank of Ceylon can now make pay- 
ments to its customers in days, not weeks. 

Says Talwatte: “Electronic banking 
keeps us a step ahead. Rakesh has helped 
us simplify operations and improve 
service. Citibank is making a key 
investment in the development of 
banking systems in Sri Lanka.” 

To receive our “Executive 
Guide to Sri Lanka,” write to: 
Philip Brown, Vice President, 
Citibank, N.A., PO. Box 888, 
Colombo, Sri Lanka. 
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DM Options at the CME- 
Right on the Mark 


Options on Deutsche mark futures 
are now trading at the Chicago 
Mercantile Exchange, the world 
market for currency futures and 
options trading. These options are 
the first in a series of foreign 
currency options to be introduced 
by the CME. 

DM options can help institutions 
and foreign exchange traders 
worldwide broaden trading 
Strategies and better manage fluc- 
tuating foreign currency values 
in today s fast-paced, global 
markets. 

Together, DM options and 
futures at the CME offer an 
unparalleled opportunity for 
managing foreign exchange risk— 
important reasons why so many 
money center banks and reporting 
government dealers are members 
of the CME. 

For more information on DM 
options and foreign currency 
futures at the CME, talk with your 
brokers. Or call the CME, and ask 
for a copy of ‘Options on 
Deutsche Mark Futures. m 
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realities, and it is neither possible nor 
necessary to try to amalgamate the one 
with the other.” As long as Chinese paint- 
ers do not realise that the two traditions 
are radically different, they will find them- 
selves in a no-man’s land, incapable of 
choosing between Chinese (feudal?) 
tradition and Western painting (smacking 
of foreign immorality), Xia says. In the 
end, he concludes, creativity is lost again. 
The minds of painters have been sterilised 
with the dead abstractions of politico- 
academic controversies. 


qu debate on the role of Chinese intel- 
lectuals after the 1911 demise of the Qing 
dynasty has been going on for many years. 
Currently, it is still symbolised by two old 
gentlemen in Peking. One, Feng Youlan, 
bluntly stated some 40 years ago that in a 
modernised China, intellectuals would be 
like their colleagues elsewhere, specialists 
defined by professional standards, not by 
a moral mission. The other, Liang Shum- 
ing, on the contrary, has lived up to his 
conviction that modernisation could not 
succeed unless the moral spirit of tradition 
was in command; again, he maintained, 
the countryside needed the local leader- 
ship of intellectuals. In 1953, in a stunning 
display of Confucian moral vigour. Liang 
himself criticised Mao's agrarian policies. 

For many years also, intellectual histo- 
rians have tried to account for the predica- 
ment of Chinese intellectuals in the 20th 
century. Seemingly, all those debates and 
queries will take a new urgency now, if it is 
true — in the words of Oinghua University 
president Oian Weichang — that the cur- 
rent rehabilitation of intellectuals in 
China is a “radical” process which “shall 
not be reversed." 

So the question is: assuming that intel- 
lectuals in China will gain status, to what 
extent will they be ready and allowed to 
exercise their traditional role of politico- 
ethical leadership? And even if they do 
exercise that role, will it be in the name of 
the Confucian vision or with a new, un- 
traditional outlook of their own? 

Confucianism may not have sufficient 
force to be revived. And can intellectuals 
claim any leadership or critical role after 
so long being hidebound by traditions that 
helped lead China to disaster? 

In the end, what role should intellec- 
tuals play in China now? Yu Yingshi 
answers: "A role of critics, first; second, 
they should be experts contributing their 
specialised knowledge to the process of 
modernisation." But how far should criti- 
cisms go? Would halfway criticisms not 
simply serve the system? And who is going 
to criticise the system unless he is willing 
to sacrifice himself? Yu is aware of those 
problems, while hoping that, with mod- 
ernisation, knowledge will become the 
one crucial priority. Then intellectuals will 
find their way into the circles of power, he 
says. 

It may be so, yet it is difficult to believe 
that a rocketry or computer expert in the 
corridors of communist power will have 
any thing left in common with the literati 
of old and their Confucian vision. oO 
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and Chinese painting are two distinct | 


By Ian Findlay 
B: a successful intellectual in any 
society is not an easy business. In 
Chinà it has been downright dangerous. 
The representative victim of this danger- 
ous profession in the past 30 years has 
been the writer. But in contemporary 
China the intellectual has adopted many 
more faces than many imagine. 

Playwright, film director, dissident art- 
ist, detective- and science-fiction writer 
and comic-book artist are just some of the 
faces of the Chinese intellectual that out- 
siders are rarely aware of. The success or 
failure of their efforts to remain active has 
often depended not on their talents but on 
the whim of the communist party and its 
oppressive cultural policies. 

The film industry is a classic example of 
the control that cultural authorities exer- 
cise over the intellectuals who work in it. 
Chinese film authorities recognise that 
films “must have artistic and entertain- 


Xia: a reputation abroad. 


ment value" but, like other mass media in 
China, they are made primarily with the 
purpose of educating the masses and for 
the propagation of socialist ideals and 
philosophy. 

Intellectuals are seen as the mouth- 
pieces of the party and should not *dis- 
tort" the accepted view of life in China. 
For example, the dissident art groups 
Stars and Grass have been plagued by this 
"distortion" since they appeared on the 
scene quietly in 1979 and then with a bang 
in 1980. 

The soldier-writer Bai Hua, for having 
aroused “grave doubts about socialist 
China under the leadership of the Chinese 
Communist Party," was forced to make a 
long self-criticism. All self-criticism by 
Chinese intellectuals reveals, to a greater 
or lesser degree, the hysteria and con- 
trived criticism that accompanies virtually 
all endeavour which smacks of free think- 
ing or individuality. 

From control of the script it is but a 






hand of party control 


small step to the control of the image. 
What has emerged in China’s film world is 
something which might be called “Image- 
speak.” Love cannot be for love’s sake. 
Friendship cannot be for friendship’s 
sake. Romance cannot be for the sake of 
romance. The intellectual is forced to 
comply with the Marxist view that love, 
friendship and romance are not “isolated 
spiritual activities,” for all emotion “has to 
be treated in the context of history and so- 
ciety.” Emotional information, like 
printed information of the driest political 
sort, is to be limited as much as possible on 
the screen and on the canvas. 


Few films in China would warrant much - 


attention in the West. But a degree of new 
style, new ideas and a certain degree of 
realism has crept into films in the past five 
years. Yang Yuanjin’s 1981 movie Little 
Street, for instance, was ostensibly a ro- 
mance but on a more profound level an in- 
dictment of the Cultural Revolution; and 
Neighbours by Zheng Dongtian and Xu 
Juming was a hard-hitting statement on 
the terrible housing shortage in China. 

Rickshaw Boy by Ling Zifeng and 
Teahouse by Xia Tian, film adaptations 
of a novel and a play by the writer Lao 
She, were well received abroad. They 
showed how well a director can work 
within a limited budget. People like Ling 
Xia and the director of Mao Dun’s Mid- 
night, Sang Hu, are experienced in the art 
of staying alive in China’s intellectual cli- 
mate. 


T Cultural Revolution also halted the 
trend towards a more Western style in 
the theatre, reducing drama to eight re- 
volutionary operas. But with the fall of the 
Gang of Four there has been a resurgence 
of sorts, with writers moving as far away as 
possible from the stridency of Cultural 
Revolution theatre. There has been a 
number of plays concentrating on the life 
and times of China's best known writer, 
Lu Xun. There has been a questioning of 
values and traditions in the plays pro- 
duced that shocked many people both in- 
side and outside the party. 

Three young writers in Shanghai, Sha 
Yexin, Li Shoucheng and Yao Mingde 
wrote a play, entitled If I Were Real, 
about corruption and moral degradation 
in China in 1980. The story is simple, but 
the picture it paints of corrupt and gullible 
officials was a startling revelation to 
many. Li Xiaozhang, an educated youth 
working at a state farm, has come to the 
city. He sets about leading the good life by 
tricking officials, pretending that he is the 
son of a senior bureaucrat. After being 
given the best of everything, he is finally 
exposed as an imposter. The storm 
aroused by the play made intellectuals 
wonder if the post-Cultural Revolution 
liberalisation had come to an end. 
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a bout t intellectuals. One of the most nota- 
b le in the post-1976 period was Red 
Tearts, written by Su Shuyang. The story 








L ingxuan, who tries to develop a new 
medicine. The research is attacked by fol- 
owers of the Gang of Four but encour- 






tellectuals and socicty's need for them. It 
also went some way in encouraging people 







positive figures. - 
. One of the most encouraging signs 
within the theatre has been the re-intro- 





a . well-known actor and director, has 
t ranslated and staged Shakespeare’s Mea- 
re for Measure and Arthur Miller’s 


ot her art forms, has long been used to 
push party propaganda. Now there is a 
greater consideration for artistic merit in 
the plays written. 


epic, multi-volume historical novel Li 
Zicheng, wrote in an essay Open Window, 


s ette in May 1957, about the writer's 
. He painted a truly depressing picture 
f what writers had to suffer from the 
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Jongkong: Intellectuals here have just 
ìad a major row with the local censors. 
F "oi ‘the first time anyone could remember 
in this socially fragmented city, play- 


iether i in one room, on 17 January, to de- 
nounce the government’s guidelines for 
censorship of the theatre. 


nin > months ago, every new play has to be 
submitted to the Television and Enter- 
tair i 
ore it can be performed. The timing of 
s measure, merely tightening and for- 


mi Bhlising controls that had already been 


four years ago theatre in Hongkong 
p Bee a strong identity of its own. It 


opera and imported Western drama. 
Now more and more young Hongkong 
P playwrights are writing serious plays in 


SH ing-cheung of the Zuni theatre group, 
for example, writes about the problems of 
Hongkong youth; To  Kwok-wai 


te erday's Child last year. 
. These writers need encouragement and 


But ‘there ‘have been few eei 
follows the attack on an old doctor, Fang: 


a aged by Zhou Enlai. The play praised in- 


tc respect intellectuals and see them as 
d ction of foreign plays. Ying Ruocheng, 
. De eath of a Salesman. The theatre, like. 
— The writer Yao Xueyin, author of the 
Open Talk, published in the Literary 


cz E: Yao used as an example the writ- 


WI E ts, film-makers and writers were to-- 


- According to the new rules, imposed 
ent Licensing Authority (Tela) be-. 
there — a point missed by some protesters . 
— is especially resented. Until three or. 
ly consisted of traditional Cantonese . 


Cantonese about Hongkong life. Wong: 


hi dramatised the life of prostitutes in Yes-^ 
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Democracy Wall: out into the open. — 





ers of the Wuhan branch of the China 


China the literary scene is twofold: the 
public and the private. He displayed in the 
essay a fine sense of humour in that time 


picking through the faults of the bureau- 
crats who controlled literary life. He de- 
tailed the pressure which was often 


manipulate their work “to serve the 
people.” 
He cited an example from his own 


work: when he wrote about a politically 


A gathering against the 
censor breaks the ice 


censorship provides little incentive. One - 


of the gripes against the censors is that 
their guidelines are too vague. Plays and 
films are banned without explanation. 


criteria for plays are the same as for the 
cinema; however, nobody seems to know 
quite what they are. 

But the rules are political as well as 
moral. The government is highly sensitive 


or the future of the territory. A scene re- 
ferring to the future after 1997 in a film en- 


titled Home in Hongkong was cut out last. 
year. And plays about China’s Cultural’. 


Revolution, neutral or sympathetic, 
“would not normally be permitted,” ac- 
cording to a letter from the Recreation 
and Culture Department. 
that matter, would plays decrying the up- 
heaval, if recent films are anything to go 
by: in 1981, for example, a Taiwan film 
entitled Coldest Winter in Peking about: 
Cultural Revolution atrocities was banned 
after one screening, reportedly at the re- 
quest of China’s unofficial representation 
in Hongkong, the Xinhua newsagency. 
The idea of political censorship may 
surprise those who think of Hongkong asa 
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Writers’ Union. He suggested that in. 


of essentially humourless production, in^ 


brought to bear on authors to falsify and to’ 


The government, it seems, knows best. ` 
According to a Tela spokesman the 


to emotional issues such as the opium wars |. 


Neither, for - 
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backward worker should be changed toa: 


spy. 
never published. 


"In the same period, Liu Binyan’ s iioi 


The result was that his book was. 


The Inside News of the Newspaper about | 


the conflicts and cynicism within a party- 


controlled newspaper, where the truth is“ 
filed away to be read only by the bureau- : 


crats, was heavily criticised. Liu took 


many years to get back into print. Wang : 


Meng, now the apple of the literary estab- 
lishment's eye, was exiled to Xinjiang 
after his story about bureaucratic and 
communist party high-handedness and in- 
sensitivity, A Young Man Arrives at the 
Organisation Department, was published. 
These stories came out in 1956 and 1957 
but have recently been republished. 

The problems of cultural life were re- 
peated throughout the 1960s and the 1970s 
until the Democracy Movement, when the 
private literary world that Yao Xueyin 
talked about appeared to take the centre 
stage publicly. But that movement was 
crushed just as repressively by Deng 
Xiaoping as the Hundred Flowers Move- 
ment had been crushed by Mao in the late 
1950s. 

When the young Shanghainese writer 
Lu Xinhua published his short story The 
Wounded in 1978 it was reminiscent of 
some of the work of a quarter-century be- 


haven of freedom — though compared to . 


China, of course, it still is. What is more 
surprising is the fact that local artists and 
writers have confronted the censors at all. 
For Hongkong may be. a centre of 
economic freedom, but it is not a hive of 
dissidence. Films, books or plays chal- 
lenging the British authorities or those of 
China are very rare. Hongkong intellectu- 
als have tended to be passive and obedient 
in the past. 

The possible reasons for this docility are 
complex and diverse, the result both of of- 
ficial pressure and of social and cultural 
circumstances. The official pressure is 
very British in form: discreet, vague, 
paternalistic and on the whole rather be- 
nign — nobody is sent to prison for politi- 
cal dissent. 


he government's main concern seems 

to be that nobody is offended: not the 
British, not the local Chinese population, 
not China. In these days of uncertainty 
about the territory's future, no boats are 
allowed to be rocked. Because the rules 
are so vague, artists never know when or 
why the censots might hit them. This has 
created a mentality, not unknown to 
Chinese in the past, of instinctive self-cen- 


.sorship. It is only now that the rules have 


been more formally structured that artists 
have got together to register their protest. 
At least the “enemy” is more visible. 

The essential benignity — or fear of of- 
fending even local intellectuals — of the 
Hongkong censors was apparent when 
they immediately promised to review the 
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fore. A new P Hovenient, Which became 


known as the *Literature of the Wounded," 
began, but the freedom to understand and 


be understood, to criticise and question. 


was short-lived. This was not entirely due 
to political pressure but also to the fact 
that the country had just recently emerged 
from the Cultural Revolution. 

But it was a period when writers such as 
Wang Meng and Liu Binyan, the poet Ai 
Qing and a wide variety of artists in gen- 
eral began to reappear, slowly and tenta- 
tively. New voices have also come to be 
heard in the work of people such as Ru 
Zhijuan, Gao Xiaosheng, Jiang Zilong, 
Ye Wenfu, Bai Hua, Bei Dao, Chen 
Zhongshi, Gu Cheng, Liu Xinwu, Shu 
Ting, Zhang Kangkang, Shen Rong and 
Wang Anyi. Some had written before the 
Cultural Revolution but most are writers 
who have been educated under the com- 
munist system. 

These writers have produced what has 
come to be known as “New Realism” in 
literature. Present in this new movement 





Scene from Coldest Winter: a political blackout. - 





rules as a result of the protest. It must have 
stung a bit when film-maker Yan Ho re- 


marked that the new rules “are a joke 


when people become more afraid of the 
Hongkong Government than of Peking 
officials.” Morally, government rules tend 


to reflect rather old-fashioned British con- . 


ventions, which rarely clash with Can- 
tonese Confucianism in practice. So con- 
flicts in this field are rare — at least they 
were in the past before the younger gener- 
ation picked up new ideas on Western 
.campuses. 

There are other possible reasons, how- 


ever, for the general passivity of Hong-- 


kong intellectuals. These have to do with 
being uprooted: many artists and writers 
of the older generation, and some younger 
ones too, are refugees from China. How- 
ever much they may have suffered in the 
past, their loyalties are such that it is dif- 
ficult for them to be objective about their 
homeland. They aiso tend to be less in- 
volved in Hongkong affairs than those 
who were born here. And the most lively 
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are a g number BE women writers who 
have brought a degree of sensitivity to 
Chinese literature that has long been lack- 


ing. A good example, though a bit too 


sweet, is Love Cannot Be Forgotten by 
Zhang Jie, and another harsher and more 
realistic story is that of Zhang Xian called 
The Corner Forsaken by Love. 


here are also signs of a burgeoning of 
creativity on the lighter side of Chinese 
literature. Political cartoons, of course, 
have long been used to serve the state. 
When it was convenient to criticise the 
Americans and British in the 1950s, 


numerous cartoons appeared attacking 


the “imperialists” in a crude, sloganeering 
fashion. Then, after the split with Mos- 
cow, almost identical cartoons appeared, 
but this time the target was the Soviet 
Union. Now cartoons boost the Four 
Modernisations and other current 
policies. 

But there is another form of cartooning 
which is now flourishing in China and 


intellectuals were more likely to stay in 
China in the 1940s than to come to provin- 


.cial Hongkong anyway. 


Many refugees may have been too 
grateful for the relative peace and pros- 
perity of Hongkong to want to rock the 


.boat. But even if they had wished to write 


critically about Hongkong's social and po- 
litical affairs, they would not have found a 
very responsive audience. Hongkong is a 


- city of economic survivors where business, 


not art and intellectual debate, provides 
the raison d'étre. The only arts to flourish 
in this anti-intellectual climate have been 


'those officially sponsored by well-mean- 


ing government institutions and the enter- 
tainment industry. And as long as film 
producers say that *we don't want people 


‘to think, but simply to be entertained,” as- 


did a top producer of one of Hongkong's 
companies, the government has little to 


worry about. i 
In the past few years there has been a 


slight change, however. Restless young 


. film-makers, such as Alan Fong and Ann 
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ee eter AE SS 00-00 00 o — 


eu may ay provide more hope for the fu- 


ture. This is in the lianhuanhua, or comic 
books, that proliferate in bookstores and 


street corner libraries known as xiaoshu- 


tan. 
The heroes of modern comics tend to 


fall squarely into the super-hero mould 


‘such as the super-cop Jin Ming created by 


the profilic writer from Shanghai, Ye 
Yonglie. Intellectually Jin Ming is a cross 
between Sherlock Holmes and Hercule 


Poirot but with the difference that he is à 


thoroughly trained man in a broad range 
of sciences and has computers to help him 
solve his cases — an example of the 


‘Chinese intellectuals’ wishful thinking, as 


few in China have computers or are well 
trained in the universities they pass 


through. This sort of wishful thinking may 


also account for the current popularity of 
science fiction, though it has been around 
in its modern form in China from the turn 


_of the 19th century. But it now looks with 


an astute eye at political thinking — and 
retains a sense of fun that is lost in 
mainstream work. Still, any intellectual 
who tackles science- or detective-fiction in 
China is looked down on. He may not be 
too worried about the “Stinking Ninth” 
label that was all too common when refer- 


‘ring to intellectuals until recently but he 


will be thinking about his position on the 
ladder of the literati. But perhaps the real 
reason so many other writers regard such 


` fiction as nonsense is that it sells. oO 


.Hui, though still part of a minority, are 


tackling more enterprising themes than 
kung-fu battles. Although many producers 
do not seem to realise this there is a ready 


-audience for their work. At the same time. 


more and more writers are expressing 
things closer to Hongkong hearts than 
Shakespeare or British drawing-room 


‘comedies. 


Why this gradual change? Unlike their 
predecessors, the new generation of art- 
ists and intellectuals were almost all born 


in Hongkong. They identify themselves 


with their city. Also unlike most of their 
elders, they have had little or no experi- 


ence of economic hardship. Used to afflu- 


ence, many say they want more than Swiss 
watches and simple entertainment. They 
want a culture of their own, and be able to 


.criticise both China and Britain without 


being called either “unpatriotic” or sub- 
versive. 

It is still a minority, of course. Most 
‘Hongkong Chinese, educated in colonial 
schools and raised by Confucian parents, 
are conservative. But the more enterpris- 
ing artists and intellectuals have one more 
‘thing in common: many, if not most, have 
been educated partly abroad, usually at 
American or British universities. Being 
lifted out of the limited confines of their 
cultural environment has made them 
more cosmopolitan and critical. As a re- 
sult, they have outgrown the conventions 
of Confucian parents and colonial civil 
servants. Standing up to the censors is but 
one sign of a trend that can only grow in 
time, Peking willing. 
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Japan’ s High Schools by Thomas P. 
 Rohlen. University of California Press, 
. Berkeley and Los Angeles. US$10.50. 


4 ®ohlen’s study helps fill an important 
. E% lacuna in the knowledge of modern 
t apan. It is a detailed but readable study 
of a crucial stage in an educational system 
which the pundits claim turns out 
g aduates of a uniformly high general 
el — especially in the sciences and 
m Bthematics — who are better able to 
a adapt to the needs of modern industrial 
$ ociety than their counterparts elsewhere. 
. Japan’ s senior high schools (catering to 
5-18 year olds) are not monolithic and 
R ohlen focuses on five carefully chosen 
Kobe schools of varying types: 
- An elite private school which has one of 
he highest success rates for admission to 
E Tokyo University, the needle's eye 
guaranteeing admission to the nation's 
super elite. 
» Two public high schools, also oriented 
towards university entrance but not to 
tc p-ranking universities. 
> Two schools at the bottom of the hierar- 
ey — a commercial high school and a 
nical night school which, despite the 
JO cational implications of their names 
5 ather misnomers), are the educational 
slums. These are the lowest in prestige, 
ja ident ability and family background; 
ough in the case of the night school, the 
Highest i in compassion and humanity. 
One of the most interesting observa- 
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than others . 


tions to emerge from the study is the im- 
portance of family background. Despite 
all the claims for the egalitarian nature of 
the system (and in many respects, particu- 
larly at the elementary- and junior-high- 
school level, Japan is more egalitarian 
than most Western countries) coming 
from the right family background is be- 
coming a crucial factor in determining suc- 
cess in the highly competitive system, 
especially for those aiming to reach the 
top. 

Eonian despite the Japanese 
self-image of everyone being middle class, 
and therefore enjoying equal oppor- 
tunities, chances of entering Tokyo Uni- 
versity are best for those coming from a 
small, stable family with above average in- 
come. The ideal background seems to be a 
mother not working and a father who went 
to university. Spending a period at a juku 
(cramming school), having a room for 
study and attending a private school com- 
plete this background. (Some 50% of 
freshmen at Tokyo University in 1982 
came from private schools; the figure for 
Oxford is around 45%). 

If, on the other hand, the student comes 
from a poor, problem or burakumin (out- 
caste) family, his prospects are not so 
bright. If he is a late developer, his 
chances of ending up in the educational 
slums are increased, unless his parents are 
willing to bear the financial strains of 
sending him to a respectable but mediocre 
private high school. The system discrimi- 
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Japanese Workers and the Struggle for 
Power, 1945-47 by Joe Moore. Univer- 

sity of Wisconsin Press, Madison. 
Bu ss2e. 50. 


his interesting and highly readable re- 
L | visionist work successfuly questions 
at one might call the *Whig" interpre- 
tal tion of modern Japanese history. The 
Whigs see contemporary Japan in much 
the same way as the 18th-century op- 
nists viewed Europe: the best of all pos- 
ble worlds, the inevitable offspring of a 
E oe burying their differences, along 
with their war dead, and uniting to build a 
tic "Ww economic order based on consensus 
E and harmony. In short, the sort of view 
that attracts people to *look East." 
- Concentrating on the years of acute 
aise unrest and economic difficulty 
rom Japan’s surrender in August 1945 to 
en. Douglas MacArthur’s intervention 
a às irn commander allied powers (or 
Sc AP) to ban a general strike plan- 
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. The making of modern Japan 


ned for 1 February 1947, Moore argues 
that the outcome might have been very 
different. 

He sees the principal actors as big busi- 
ness, the workers, SCAP, and the politi- 
cians, all of whom were divided internally. 
Business was split between the zaibatsu, 
seeking to restore their pre-war supre- 
macy by re-establishing a laissez faire 
economy, and the more progressive 
technocratic leaders who felt that the best 
way for capitalism to survive and flourish 
in Japan was to reform it and work to- 
gether with labour. 

The workers were split between a radi- 
cal, grassroots government reacting 
against years of oppression which 
favoured workers’ control of industry, 
especially by means of production control, 
and the gradualist approach which came 
to dominate the thinking of the leadership 
of the socialists and communists. (Moore 
shows that the Japanese Communist 
Party, when it was not feuding over issues 


nates against the least able — financially 
and academically — and there is no inf- 
luential band of educational reformers to 
take up cudgels on their behalf. 

Nor can the less-privileged expect much 
comfort from the Ministry of Education 
whose bureaucrats are successful products 
of the system. The fate of students at the 
bottom of the educational heap is best de- 
scribed by one of the teachers at the com- 
mercial high school. He considers it the 
job of the school to prepare its students to 
face up to their future as second-class citi- 
zens. 

Rohlen also shows that the educational 
system is not as totally controlled by the 
ministry as is generally supposed, largely 
because of the powerful influence of the 
leftwing teachers’ union which has strong 
connections with the Japan Socialist Party 
and links with the Japanese Communist 
Party. Much of the conflict with the minis- 
try, however, is not over the burning ques- 
tions of ideology (as in the West). Instead 
energy is dissipated in the petty, tit-for-tat 
power struggles so characteristic of much 
of Japanese political life. Anyone who im- 
agines that consensus and harmony are 
fundamental to Japanese success should 
read Rohlen’s account of the attempted 
reforms of school administration in the 
mid-1970s. 


Ronen also presents an excellent dis-. 
cussion of the content of high school 
textbooks, a controversial issue both at 
home and abroad. The textbooks aim to 
equip the students with the encyclopaedic 
knowledge demanded by the university 
entrance examinations. Rohlen concludes 
that opposition from the teachers' union 


of communist dogma, was a force for mod- 
eration — an interesting contrast with the 
Chinese communists. ) 

The SCAP with its mission to democ- 
ratise Japan, initially welcomed any mani- 
festation of democratic activity among 
labour — including production control — 
in the belief that this would help establish 
American-style unions. Eventually, how- 
ever, the SCAP became wary of the more 
radical aspects and implications of the 
workers' movement and turned against it, 
playing a key part in choking radicalism. 

Finally, there were the politicians. The 
conservatives were sympathetic at first to 
the zaibatsu and their aspirations, flogging 
off — at hugely. discounted prices — 
supplies of military materials and equip- 
ment, most of which was sold on the black 
market for massive profits, partly funnel- 
led back into the coffers of the conservative 
parties. (Former prime minister Kakuei 
Tanaka was one of the fastest learners of 
this game.) Gradually, and with some 
foot-dragging, especially by Shigeru 
Yoshida, the second post-war prime 


minister, the conservatives were won over 
to the technocratic view of the need for 








prevents any overt attempt at rightwing 
re-writing of history, though covert efforts 
are made through the back door by omis- 
sion and the shifting of nuance which are 
likely to be overlooked in the teaching be- 
cause of the quest for mastering the 
stupefying detail necessary to pass the en- 
trance examinations. 

Unfortunately, the book is not free 
from blemishes. There is a tendency to 
overstate. For example, the book’s overall 
thesis does not support the surprising 
generalisation that a Japanese high-school 
diploma is equivalent to the average Ame- 
rican baccalaureate. Nor does it support the 
idea that Confucian virtue has as little — 
and probably even less — meaning to the 
average Japanese, high-school student as 
the Sermon on the Mount does to most 
people in Christian countries. There are 
also : omissions. School violence and 
truancy, both of which are on the increase, 
are inadequately treated. 

The Japanese educational system may 
well succeed in producing malleable mate- 
rial well-suited to the hard grind and dis- 
cipline of industrial society but the book 
shows that it does so at a considerable 
cost: the traditional culture is jettisoned 
and replaced by an instant throwaway one 
which, because of its mass nature, helps 
stabilise society. Education is defined al- 
most exclusively in terms of narrow, arid 


entrance examinations which encourage 


everyone to concentrate on the trees and 
forget about the wood, and sadly to forget 
about the “deadwood” which cannot keep 
up. Itis also a very inward-looking system: 
there is a real sense in which the more 
Japan becomes an important world 
economic power, the less international its 








The gate of Tokyo University: gateway to SUCCESS. 


educational system becomes dis- 
criminating against anyone seeking a 
broader experience of the world or even 
possessing it as in the case of students edu- 
cated abroad because of their fathers’ 
jobs. 

There are, of course, critics of the sys- 
tem, but like other aspects of this competi- 
tive society if you do not join it you are 
beaten, and so parents and students be- 
come, in Rohlen’s telling phrase, “cap- 
tives of their own ambitions” and that is 
the secret of the system’s success. It works 
because it appeals to self-interest. 

Rohlen has written a provocative book 
which challenges many conventional as- 











sumptions about Japan. Wisely, he does 
not push his conclusions too far. But he 
succeeds in confounding the millenarians 
who would have us believe that Japan has 
become an advanced industrial society, 
a utopia which we must try to emulate. He 
also defeats the apocalypse-soon brigade, 
who peddle the view that Japanese success 
is transient and will shortly collapse under 
the weight of society’s internal contradic- 
tions. As Rohlen shows, on its own terms 
the educational system is logical, sophisti- 
cated and very effective. As a contribution 
to a more balanced view of Japan, the 
book is very welcome. 

— DEREK MASSARELLA 
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planned reconstruction of the economy. 

Moore shows that none of the actors — 
and least of all the SCAP — can be said to 
have been controlling events or to have 
had any comprehensive blueprints that 
they could push through regardless. The 
SCAP had some puffed-up ideas about 
freedom and democracy, but, like the 
other participants, it was also reacting to 
events. Indeed one of the virtues of the 
book is that it tells the story from the Ja- 
panese side and shows that the Japanese 
were far from being passive guinea pigs in 
some elaborate plan drawn up and im- 
plemented by the SCAP. 

Occasionally Moore's sympathies be- 
come too overt and cloud his judgment. It 


may well be that production control, 


which he fully and clearly describes, “illus- 
trates the capacity of ordinary working- 
class people to manage their own in- 
terests," and that the national leadership 
of the Left threw away à unique opportu- 
nity to create a new solution *to the pro- 
blems of production and distribution. 

But would such a solution rather than 
the subsequent management-labour 
agreement to reconstruct the economy on 





“the two pillars” of “high efficiency and 
high wages” — which others would argue 
(along with a competent bureaucracy) are 
the essence of the later “miracle” — have 
delivered an economic growth and shot 
Japan forward to become the second 
biggest capitalist economy in the world? 


On balance it seems rather unlikely, and 
there are grounds for thinking that even 
without Moore's villains it was a non-star- 
ter anyway. 

Moore concludes that the defeat of the 
radical workers’ movement paved the way 
for "Japan's ‘unique’ contribution to in- 
dustrial relations, the enterprise union." 
Whether or not one considers this good or 
bad (or to put it another way whether one 
sees Japan's relatively tranquil labour re- 
lations or Britain's strong, but at times dis- 
ruptive, unions as more conducive to- 
wards a healthy economic and social deve- 
lopment) will depend very much on one's 
political view. 

By showing that contemporary Japan is 
not the inevitable outcome determined by 
a harmonious and  consensus-loving 
people as some would have us believe, 
Moore has performed a great service. 
Like any other society, Japan is the pro- 
duct of a complex and continuing histori- 
cal evolution in which no elements are 
constant and unalterable. Those who 
"look East" would be well advised to 
study Japanese history, and Moore's con- 
tribution, more closely. — D. M. 
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Jose — 
a: While most sectors. of the Philip- 
oe are reeling under the ad- 
ie impact of a financial crisis and two 
devaluations, agricultural prospects 
ppear to be looking up. Investors looking 
reener pastures are busy assessing the 
ok for various commodity exports, in 
light of firm world market prices and 
new push being given by the govern- 
t to dollar-earning export products. 
ne Ministry of Agriculture has fore- 
a real growth rate of 576 for agricul- 
in 1984, though independent 
omists prefer to project much more 
est rates. Production in the industry is 
ing to recover from the long drought 
eptember 1982 to April 1983), and 
er export prices are said to compen- 
or increases in the cost of farm in- 





.the financial crisis broke in the 
ur months of 1983, improved prices 
ajor commodity exports had been 
oa lift to the balance-of-payments 

. account. Economic problems 
then reflect essentially a major de- 
ation in the capital account. The sec- 
eso devaluation in 1983 (on 5 Oc- 
following an earlier one last June 
her brightened prospects for commod- 
yts, according to the Central Bank 
Philippines. The move was primar- 
ntended to stimulate exports and re- 
from invisibles and to dampen im- 





rnardo Villegas, senior vice-presi- 
the independent Centre for Re- 
h and Communication, has forecast 

volume and price increases" for 
ional farm products such as palay 
isked rice), corn and coconuts that 
ster rural incomes. He also pre- 
that more investments will pour 
on-traditional crops such. as fruit 
, rubber, oil palm, cacao, coffee and 
ava. Villegas believes current condi- 
şs could push manufacturing for the 
estic market to the back seat while 
ribusiness and certain export-oriented 
cue will be very much out in the 





son he effects of the peso de- 
ion on various crops show: 
conut products, assuming export 
ws remain at 1983 levels, could 


2a 
M to about P15.9 billion 
Processed: coconut m 


| coconut product, whose supply dropped 
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severely in 1983 following strong typhoons 
(after a drought) that hit major coconut- 


producing areas. The traditional markets 
for the Philippines' exports of coconuts 


and coconut products are the United | 
States and Western Europe. 

» Coffee export earnings may grow by 
8% to P195 million. 

» Cacao exports (in the form of cocoa 
powder, butter, chocolate bars and can- 
dies) could expand slightly to P91.5 mil- 
lion. Cocoa-bean exports — largely to 
West Germany —- so far have been mini- 
mal. 


» Rubber exports are expected to be | 


stretched by P27 million to a total of P 126 
million during the year. However, this 
may still be affected by any change in the 
present policy giving priority to export 
markets over domestic users. 

» Tobacco exports are forecast to grow by 
P150 million to a total of P700 million. 
Philippine tobacco is used in the manufac- 


i 


ture of cigar fillers and hand-rolled cigars 
in the US and Europe. 

The coconut industry, on which the 
livelihood of a ma of the oe 


further i increase in prices ‘this year, though 
at a slower rate compared to the 126% 
boost in 1983. The United Coconut- As- 
sociation of the. Philippines (Ucap) | re. 
dicts that the year's average price of copra 
(at which millers buy their supplies) 
should not be below P400 per 100 kgs, 
compared to P 546. 79in 1983 and P 176.07 
in 1982. Copra prices are now running 
above previous peak levels seen in 1974. 












“inal Ucap estimates for coconut pro- 
duction in 1984 are still being worked 
out, but the latest trends indicate that the 
decline, resulting from unfavourable wea- 
ther that destroyed crops in 1983, should 
not be more than 10% from the 1983 level 
of nearly 2 million tonnes. The lower out- 
put is expected to be more intense in the 





By Manggi Habir 

Jakarta: Just six months ago Indonesia 
was projecting crude palm oil (CPO) to 
become one of the major foreign-ex- 
change earners among the country's non- 
petroleum exports. But faced with a se- 
vere shortage of CPO inthe domestic mar- 
ket, which has doubled prices of refined 
palm oil used for cooking, the government 
is having to reverse its policies by clamp- 
ing down on CPO exports. 

Jakarta's recent decisions to impose a 
37% export surtax on top of the existing 
5% export tax, and to double the domes- 
tic CPO price set by the government to 
Rps 425 (43 US cents) a kg., represent the 
latest in a series. of moves designed to dis- 
courage CPO exports and channel more of 
the commodity to the domestic market. 
Previous efforts have not been successful 


will come out with more severe export re- 
strictions if shortages remain. 

Widening differences between surging 
international and fixed domestic CPO 
prices — set at sufficiently low levels to 
contain inflationary. pressures — have 
been one reason. behind CPO's outward 


and there are indications the government. 


Neglect of plantations has left Indonesia short of crude palm oil, 
so domestic CODSUmpHOn take precedence over export earnings 


— RARER minnan 


flow. But more serious has been the sharp 
drop in. the production of coconut-oil — a 
CPO substitute also used in the produc- 
tion of cooking oil — sharply raising 


| domestic demand for CPO. This ilus- 


trates one of the many obstacles faced by 
Jakarta in promoting non- etroleum ex- 

ports, especially its plantation-based com- 

modities. Owing to past neglect, produc- 

tion of these has not grown rapidly enough 

to fulfil rising.domestic needs and gener- 

ate significant export volumes. 

The. government, trying to keep infla- 
tion in check, has fixed the domestic price 
of CPO and copra (coconut kernel) at 
levels sufficiently low to ensure that cook- 
ing oil — one of the nine essential goods 
consumed by the average Indonesian — is 
affordable. Recently the government has 
preferred — through export quotas — to 
encourage the export. of CPO while chan- 
nelling most coconut-oil production to the 
domestic market for further processing 
into cooking: oil.-East year, out of a total 
CPO production, of. due ion 000. ton- 
nes, 630,000 tonne e 
domest 
















first half than in the final'six months, when 
the expected rainfall should lead to a re- 
covery. 


As for coconut oil, exports for 1983' 


totalled 1.76 million tonnes (copra basis) 
which, including domestic consumption of 
about 300,000 tonnes, makes a total pro- 
duction of 2.06 million tonnes. Processing 
costs for coconut oil now average some 
P850 a tonne, higher than the 1983 aver- 
age of P650, owing to the increased costs 
of imported inputs. 

A Ucap official said, meanwhile, that 
the industry does not feel it will suffer 
greatly from the competition being posed 
by palm-kernel oil, considered the 
strongest substitute for coconut oil, given 
the output decline for the rival product in 
the second half of 1983 and no expecta- 
tions of any dramatic recovery in the first 
half of this year. At any rate; there are cer- 
tain characteristics of coconut oil, such as 
its fatty-acids component, which cannot 
be derived from other sources, the official 
said. 

Prospects for sugar, another major 
traditional Philippine commodity export, 
do not seem as bright as those for 
coconuts. Although prices remain favour- 
able, the industry may have difficulty 
meeting its export commitments, which in 
1983 were filled only after securing stocks 
from foreign producers because local pro- 


oil, leaving 310,000 tonnes for export. 

However, since 1981 coconut-oil pro- 
duction has been on the decline, prompt- 
ing some cooking-oil producers to shift to 
CPO, thus further boosting demand. 
Added to this was last year's sharp drop in 
coconut-oil production. Supplies to Java, 
which averaged 50,000 tonnes a month — 
mostly from Sulawesi — fell to only 15,000 
tonnes a month by the middle of last year. 
The junior minister for the promotion of 
plantation products, Hasrul Harahap, 
cited the long drought in 1982 as the major 
reason behind the drop in 1983 coconut- 
oil production. But he also indicated that 
the low price for coconut oil (set at around 
Rps 450 a kg.) was not a sufficient incen- 
tive for smallholders to raise coconut pro- 
duction. As a result, replanting has not 
taken place. Out of a total 3 million ha. 
planted with coconut, he estimated that a 
third has coconut trees which are more 
than 50 years old. 


he surge in international CPO prices 

also helped encourage CPO exports at 
the expense of domestic sales. In August, 
CPO prices overseas jumped to about 
Rps 600 a kg. while thé domestic price re- 
mained fixed at Rps 295 a kg. By Sep- 
tember, CPO shortages in the domestic 
market began to be felt, pushing cooking- 
oil prices up to Rps 900 a kg. from Rps 
500. During that month, the Trade Minis- 
try tried to reverse this trend by launching 
market operations in Jakarta pumping 
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duction was seriously hit by the drought. 
No accurate estimate has been offered by 
the industry as yet, but widespread short- 
ages at the height of the panic-buying 
spree by consumers towards the end of 
1983 may have meant a larger production 
decline than the 300,000 tonnes reported 
so far. 

Nonetheless, the outstanding contracts 
up to the current crop year held by the 
Philippines guarantee an average price of 
23.5 US cents a lb, way above current mar- 


some 10,000 tonnes of cooking oil into the 
market. | 

At about this time, the government also 
reduced CPO's export quota, further 
flooding the domestic market, sources 
said. In December, with cooking-oil 
prices still high, the Trade Ministry issued 
17 import licences to trading companies 
for importing some 95,000 tonnes of cook- 
ing-oil. To facilitate the imports, the gov- 
ernment exempted these from duties and 
sales tax, but by that time cooking-oil 
prices abroad had also risen to about Rps 
1,000 a kg., similar to prices at home, thus 
eliminating any incentive to impoft. 
Domestic cooking-oil prices, hovering 
around Rps 1,000 a kg., continued into 
January 1984 while international CPO 
prices remained high at around Rps 800- 
900 a kg. 

This, together with the continued short- 
age of CPO in the domestic market de- 
spite lower export quotas, led to specula- 
tion that the (largely private) cooking-oil 
producers, having bought CPO in the 
domestic market at Rps 295 a kg., were il- 
legally selling most of their CPO alloca- 
tion abroad at Rps 800 a kg. rather than 
processing it into cooking-oil. By the third 
week of January, state plantations — the 
major producers of CPO — were no 
longer selling their CPO to exporters 
through their joint marketing organisa- 
tion, Kantor Pemasaran Bersama. 

So far, there has been no noticeable rise 
in either CPO or cooking-oil prices since 





ket prices averaging 7 cents. The fixed 
prices were negotiated in 1980, and this 
proved to be a wise move because world 
market prices started falling soon after the 
contracts were finalised. 

After the expiry of these contracts, 
however, the sugar industry may be sad- 
dled with various price-related problems. 
Already, sugarcane planters are critical of 
the government's policy on trading and 
pricing vested in a sole agency, the Na- 
tional Sugar Trading Corp. Some planters 





the rise in domestic CPO prices and the 
rise in export taxes. But sources indicate 
that the government will probably move 
again to further restrict CPO exports 
should shortages recur. In an effort to 
overcome this problem, the authorities 
are planning, in the long run, to raise 
coconut-oil production channelled 
primarily for domestic consumption, thus 
freeing more CPO for export markets. 

According to Hasrul, 900,000 ha. of 
coconut trees aged between 20-45 years 
will be given intensive fertiliser treatment 
to improve productivity. Replantation 
programmes will be launched to replace 
those trees more than 50 years old. In 
palm oil, government targets are more 
ambitious. The area planted by palm oil 
will be doubled to 600,000 ha. and annual 
production is projected to reach 2.8 mil- 
lion tonnes from the present 970,000 ton- 
nes within the next five years. Jakarta also 
plans to build 39 new palm-oil mills. 

Even so, CPO export earnings are ex- 
pected to suffer in the short term. State 
plantations, with their export portion de- 
clining, are projecting lower earnings than 
if they were allowed to export. But given 
CPO's still-small contribution to total ex- 
ports — about 0.4% in 1982 — its effects 
on total export earnings will be minimal. 
What is of concern to the government will 
be the inflationary effects of a rise in cook- 
ing-oil prices, especially coming after a re- 
cent fuel-price rise which is already creat- 
ing pressure On prices. 
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The sugar industry is the proposed be- 


rently being negotiated with the World 


E Bank. Proceeds are proposed to be 


applied to the installation of irrigation 
facilities for sugar farms. Export prospects 
beyond 1984 also hinge on a new Interna- 
tional Sugar Agreement being worked out 
under the auspices of the International 
Sugar Organisation in London to replace 
the existing pact that will expire at the end 
of this year. Any new pact should give the 


Philippines improved access to European 


Economic Community sugar markets, 
though European beet sugar will be a 
strong competitor to cane. 


he currently attractive export prices for 

logs and other wood products (shipped 
mainly to Japan) also are prompting the 
government to review its present partial 
ban on log exports. Wood products ex- 
ported in 1979, just before the partial ban 
(which actually has been an on-and-off po- 
licy since then) amounted to some US$500 


— million. In 1983, the figure reached only 


. US$247 million, of which US$60 million 
. came from logs. 
Exporters now want to be allowed to ex- 


| port up to US$500 million worth of wood 


products this year. President Ferdinand 


— Marcos seems inclined to grant the re- 









= quest, given the dire need to earn as many 


dollars as the country can. The requested 
_ figure would translate into some 2.3 mil- 
lion cu. ms of logs, which loggers say would 
still be within the current log-produc- 
tion ceiling (set to curb what has been de- 
_ scribed as wanton destruction of Philip- 
. pine forests) of 5.5 million cu. ms a year. 
The Ministry of Natural Resources is at 
present looking into how log exporters can 


E cash in on the current price trend. One 


Boe strategy is to extend through 1984 
. the unused log-export quotas granted for 
_ 1983, totalling some 681,000 cu. ms, which 


Eo 2x can earn as much as US$100 million now. 


_ The ministry also is looking into com- 
panies that already have processing 
E so they can effectively combine ex- 


P. Ebo of raw logs and processed wood. 


Enthusiasm for commodity exports has 


P not exactly been lost despite the imposi- 
a - tion recently of windfall-profit taxes on 


certain sectors that may benefit heavily 
- from the recent peso devaluation. On top 


E^ : _ of the encouraging fundamentals, a major 
— .. factor could be the expected structural-ad- 


justment programme for Philippine ag- 
riculture, initiated and funded by the 
World Bank. Another could be the 
US$900 million economic-support fund 
from the US, which can be tapped to set 
|» up farm-based industries. 

The current focus on these commodity 


= exports and certain related agribusiness 


ventures gives hope that farm incomes 
may finally be getting their needed uplift. 

A basic need in the Philippines currently is 
for a boost in domestic purchasing power 
that should pave the way for a durable 
economic programme —- planning went 
awry in the past owing to the heavy con- 
 centration on external markets. oO 
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An international jute group is formed amid hopes that the 
pooled efforts of exporters and users will reverse a decline 


By S. Kamaluddin 


Dhaka: Eight years, thousands of man- 
hours and more than a dozen inter-gov- 
ernmental meetings in the making, the In- 
ternational Jute Organisation (IJO) was 
formally launched here in January. The 
IJO arguably is the most significant deve- 
lopment to take place in the struggle to en- 
sure jute's survival as a viable natural fibre 
— on which tens of millions of people de- 
pend for their livelihood in Bangladesh, 
India and other developing countries. For 
Bangladesh, jute is the most important in- 
dustrial product and raw material, ac- 
counting for some 60% of the country's 
export earnings. 

The International Agreement on Jute 
and Jute Products, 1982, signed by 56 con- 
sumer and six producer countries, sought 
to establish the IJO with headquarters in 


sem jute: a Pray 7 survival 


Dhaka and an International Jute Council 
(IJC) whose “main operational activity 
will consist of arranging for the formula- 
tion and implementation of projects in the 
fields of research and development, mar- 
ket promotion and cost reduction.” 

To make the agreement effective, three 
governments accounting for at least 85% 
of net exports and 20 governments ac- 
counting for at least 65% of net imports 
had to ratify it at the United Nations. 

So far, five exporters — Bangladesh, 
India, China, Nepal and Thailand, repre- 
senting 99% of the world's exports — and 
17 importers — including Belgium, Brit- 
ain, Canada, Denmark, Egypt, Finland, 
France, West Germany, Greece, Ireland, 
Italy and the United States, with about 
5096 of imports — have signed the IJC and 
IJO agreements. 

Australia, Pakistan and Switzerland, 
with about 15% of imports, have informed 
the IJC of their decision to join and have 
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attended the meetings as observers. But 
there is still a small shortfall in the net-im- 
ports requirement. UN Secretary-Gen- 
eral Javier Perez de Cuellar has said he 
will take a personal interest in persuading 
other importing countries to lend their 
support. The Soviet-bloc countries, in- 
cluding Cuba (accounting for about 22% 
of net imports), have consistently express- 
ed enthusiasm for the IJO but have yet to 
indicate their decision. The Soviet Union 
and Poland, however, have attended IJC 
meetings as observers. The Soviet Union 
alone has a market share of about 12%. 

Administrative costs of the IJO will be 
shared equally by the exporting and im- 
porting countries on the basis of their mar- 
ket share, Bangladesh contributing -ve 
of the total budget. A senior Indian civi 
servant, Amal Kumar Dutta, has been 
named executive director of the IJO while 
Jurgen Brandenberg of West Germany 
was elected chairman of the IJC, the or- 
ganisation’s highest policy-planning body. 
And the vice-chairmanship has gone to 
Shamsul Huq Chishty of Bangladesh. 

Funds for research-and-development 
projects will be made available by 
member countries through voluntary con- 
tributions and through international 
bodies, such as the World Bank, the Asian 
Development Bank, the Inter-American 
Development Bank, the African Deve- 
lopment Bank and the UN Development 
Programme. 

Apart from India, which consumes 
about 60% of its own 1.2 million tonnes- 
plus jute-goods manufactures, the main 
jute-goods markets are Western Europe 
(19% of the trade), North America 
(18%), Eastern Europe (16%), and vari- 
ous developing countries (33%). Japaı 
and Australia account for the balance. 

Jute goods are used mainly for primary 
and secondary carpet backing (two diffe- 
rently woven layers are commonly used on 
carpets) in the US and Western Europe, 
cotton and wool bagging, sacking for 
vegetables, wall coverings, floor coverings, 
tote bags, geotextiles (soil-stabilisation 
fabrics in the building and civil-engineer- 
ing field) and jute carpets. However, the 
use of jute products has been gradually 
falling, especially for carpet-backing cloth 
(CBC), because of mounting competition 
from synthetic products. 


Th: US is the largest single market 
for jute and jute goods. Adding in 
Canada’s relatively small imports, the 
North American total was 220,000 tonnes 
in 1981. CBC has for many years domi- 
nated US jute imports in volume terms, 
but the decline in tufted-carpet produc- 
tion there — from 974 million sq. yds in 
1979 to 745 million in 1982 — coupled with 
the growing popularity of lighter-weight 
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Just opened in Zurich and Geneva: 
Dresdner Bank (Switzerland) Ltd. 


If you are looking for a bank in Switzerland, 
which is operating worldwide, to place and 
manage your investments, then you should 
consider the newly established Dresdner 
Bank (Switzerland) Ltd. It operates as an in- 
dependent Swiss bank under Swiss laws. 
Dresdner Bank (Switzerland) Ltd. offers you 
all services which you expect from a bank in 
Switzerland. ! 

It is wholly owned by the Frankfurt based 
Dresdner Bank-Group, one of the world's 
leading banks. 


The Dresdner Bank (Switzerland) Ltd. is at- 
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professional advice, especially in the securi- 
ties, money and precious metal markets, but 
also for foreign exchange transactions as 
well as loans, ranging from credits to bond 
issues. 


Every branch and representative office of 
Dresdner Bank, both in Germany and abroad, 
will be pleased to arrange for you the contact 
with Zurich or Geneva. Or, if you prefer, you 
are welcometo contactthe General Manage- 
ment directly: 


In Zurich, Mr. Helmuth Stanisch, Tel. :Switzer- 
land ee 251 91 00; d Is Mr. Aoga. 
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PT Solutions 
You Can't Outgrow. 


CPT 8525 
Word Processing System | 
Solutions that Stand Alone. | 


CPT 8500 Series system prices start in the range of personal | 
computers. But the full-page, black-on-white CPT screen immedi- 
ately sets them apart, and a few minutes at the keyboard widen 
the gap. 

CPT systems use the same data processing software as personal 
computers, but no personal computer can match the speed, ease of 
operation, and power of CPT word processing. 

As your needs grow, your economy model can be upgraded to 
the top-of-the-line in minutes. Right in your office. 


CPT Interactive 
Display Emulator 


Interactive communications with mainframe 
Independent CPT Word Processing 
Word Processing Preview Window 


Solutions that Talk with Mainframes 
in an Important New Way. 


An exclusive CPT software breakthrough enables CPT systems to 
talk with mainframes and process text. On the same screen. At the 
same time. This is accomplished with a unique tri-window display. 

Using this system, information can be transferred from a host 
computer (top window) directly into a word processing document- 
in-progress (middle window). Or vice versa. With just two 
keystrokes. 

An optional CPT SNA communications controller can link up 
to 7 CPT systems together as part of an IBM 3270 network. 


Solutions that work the way you do. In 17 languages. 


World Headquarters: Minneapolis, Minnesota, U.S.A. , (612) 937-8000; European Headquarters: Leiden, The Netherlands 31-71-769-245 
Argentina: Buenos Aires (1)33-5453; Australia: Brisbane (7)52-8455; Melborne (3)267201; Sydney (2)4198000; Bahamas: Nassau 
322-3367; Bahrain: Manama 233213; Barbados: Bridgetown 426-1070; Belgium: Brussels (2)242-4224; Bermuda: Hamilton 295-9400; 
Chile: Santiago (2)225-0793; Colombia: Bogota 212-4411; Costa Rica: San Jose 240651; Cyprus: Nicosia (21)45754; Denmark: Ballerup 
(2)976700; Egypt: Cairo (2)660865; Finland: Espoo (0)803-7199; France: Buc (3)956-8142; Germany: Cologne (2203)1020; Greece: Athens 
(1)3640664; Guam: Tamuning 447-8992; Hong Kong; Wanchai (5)743434; Iceland: Reykjavik (1)85044; India: New Delhi 273068; 
Indonesia: Jakarta (21)814708; Ireland: Dublin (1)952701; Italy: Milan (2)2841141; Jamaica: Kingston 929-3443; Japan: Tokyo (3)8641210; 











No Matter 
Where You Start. 


CPT Phoenix™ System 


Solutions for High-Volume 
Word, Data, and Graphic 
Information Processing. 
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And more than 65 countries. 
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geared for high-volume workloads. The incredible 
speed of the optional laser-technology printer and an 
optional second workstation are just the beginning. . . 


combination with graphic digitizers and scanners, has 
far-reaching implications for architectural, 
engineering, and in-house publishing applications. 
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Everything about the new CPT Phoenix system is 


The *'bit-mapped" CPT Phoenix screen, in future 


CPT SRS45 


Shared Resource System 
Solutions that Work Together. 


When your workload demands that you grow from one or two | 
CPT systems to multiple workstations, CPT can save the cost of | 
duplicating software, information files, and hardware such | 
as printers. 

The CPT SRS45 Shared Resource System links up to 8 CPT 
workstations together, and, for larger offices, the CPT Office | 
Dialog™ system enables many CPT systems to work together as 
a state-of-the-art automated office. 





Jordan: Amman (6)42723; Kenya: Nairobi (2)558228; Korea: Seoul (2)752-6774; Kuwait: Safat 453473; Lebanon: Beirut 392330; 

Malaysia: Kuala Lumpur; Mexico: Mexico City 687-5590; The Netherlands: 's-Hertogenbosch (73)122355; New Zealand: Auckland 

(9)798345; Wellington (4)726007; Norway: Slependen 2846500; Oman: Muscat 703802; Panama 239345; Peru: Lima (14)368420; 

Philippines: Manila (2)85401I; Portugal: Lisbon (19)733250; Qatar: Doha 433119; Saudi Arabia: Jeddah (2)6513940; Singapore: 278-8288; | 
South Africa: Johannesburg (11)374230; Spain: Madrid (1)435-7836; Sweden: Taby (8)7680940; Switzerland: Dubendorf 1820-0505; | 
Taiwan: Taipei (2)772-2813; Thailand: Bangkok (2)2770120; Trinidad: Port of Spain (62)51041; Tunisia: Tunis (11289433; Turkey: Ankara 

(41)264729; United Arab Emirates: Sharjah (6)354121; United Kingdom: Middlesex (1)741-9050; Venezuela: Caracas (2)283-5243 


Specifications are subject to change at the discretion of CPT Corporation | 


ur spy-in-the-sky put 
hese men out of work. 


è POACHING FISHERMAN 


Spotted easily in marginal 
weather thanks to . 
sophisticated airborn radar. 


HE Nomad Searchmaster 
is a unique and proven 


patrol aircraft, that represents | 


the best maritime surveillance 
package currently available for 
coastal surveillance. 

The range includes the 
Searchmaster ‘Lima with chin- 
mounted radome equipped 
with 360° Litton search radar. 

‘Sublima’ with nose- 
mounted 240° radar or ‘Bravo 
with forward-looking 120° 
Bendix larget radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, contro! of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 


the search sophistication of a 
larger aircraft qt a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircrafts operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad § 

genedlogy. 

Features like low ser vice 
and maintenance costs, 
unsurpassed crew vision and 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 

3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 
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SEARCHMASTER 


SEE US AT THE ASIAN AEROSPACE EXHIBITION, STAND 546, SINGAPORE CHANGI AIRPORT 18-22 JANUARY 1984. 
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jute backing, led to sharp cutbacks in im- 
ports. From about 292,000 tonnes in 1977, 
US jute imports fell to 152,000 tonnes in 
1982, while CBC’s share fell from 153,000 
tonnes to 57,000 over the same period. 
Worldwide consumption of CBC was 
about 160,000 tonnes in 1981, of which US 
consumption accounted for 65%. 

Jute CBC’s loss of market share to syn- 
thetics has mostly been on account of the 
primary backing market — its share of the 
secondary backing market has remained 
above 50%, while the primary share has 
fallen from 40% in 1978 to 27% in 1980. 
One silver lining is that US consumers still 
favour jute and many mills and dis- 
tributors consider jute superior, a Food 
and Agriculture Organisation report 
claimed. 

However, the report warned that syn- 
thetics producers in the US are now mar- 
keting a new secondary CBC product 
which is widely acceptable and suggested 
jute’s technical advantage in this area 
must be exploited through research and 
development, technical marketing and 
promotion to forestall further erosion of 
the market. Market potential for jute 
CBC in Western Europe, which con- 
sumed 234,000 tonnes of jute and jute 
goods in 1981, appears fairly good. Jute- 
backed tufted-carpet production in West- 
ern Europe doubled between 1978 and 
1982, most of the gains being in Belgium 
and Britain but with some in the Nether- 
lands. 

Although jute bags are the most impor- 
tant end-product, they too are losing mar- 
ket share to cheaper alternatives and also 
because of the introduction of specifica- 
tions by users which make it difficult to use 
traditional jute bags for woolpacks and 
cornsacks. (Polypropylene and paper bags 
are preferred for their cleanliness, price 
advantage and clarity of printing.) Jute is 
holding its own only in the potato-sacking 
market in the US. But jute does enjoy 
some technical advantages, such as the 
possibility of re-use, and it allows the com- 
modity it contains to breathe, which is im- 
portant for many agricultural products. 

Cotton bagging is another area in which 
jute has slipped from its dominant posi- 
tion, again largely as a result of changed 
specifications in the US and the advance 
of synthetic substitutes. 

The use of jute fabric in geotextiles — 
successfully used on an experimental basis 
in Switzerland and France as a “soil saver” 
to prevent erosion for example of river 
banks — is a new line being tried by some 
civil-engineering contractors and environ- 
mental engineers. The IJO is expected to 
gear up its promotional activities in 
France and Switzerland as well as in West 
Germany, Italy and Britain, where clima- 
tic conditions and civil-engineering prob- 
lems tend to be broadly similar. 

Wall coverings, floor coverings, roofing 
felt for the construction industry and tote 
bags are just some of the areas which seem 
to offer encouraging possibilities for jute. 
Jute carpets,’especially those with bright 
new designs being marketed in Europe 
and the US' at a considerable discount to 


 synthetics, also could do well. I" | 
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The Gobi: a serious shortage of labour. 


Bigger plough shares 


Mongolia's assembly emphasises the need to boost food 
supplies but warns of the need to save fuel and power 


By Alan Sanders 


A eese the annual plan and budget 
session of the People's Great Hural 
(the Mongolian National Assembly), the 
chairman of the Mongolian People's Re- 
volutionary Party (MPRP) planning com- 
mission, Vice-Premier Dumaagiyn Sod- 
nom, said gross industrial production was 
provisionally estimated to have increased 
in 1983 by 8.1% over the 1982 level 
(against a planned increase of 10.3%). In 
1984, the volume of gross industrial pro- 
duction is planned to rise by 7.8%, with 
coal extraction up 600,000 tonnes on the 
1983 level to 5.6 million tonnes and elec- 
tricity generation amounting to 1.7 million 
mwh. 

"It will be important to take active mea- 
sures to reduce the maximum load on elec- 
tric power stations and develop in towns 
and provincial centres a movement for the 
rational use of fuel and power in every in- 
stitution and family," said Sodnom. Com- 
pletion of the first stage of the No. 4 heat 
and power station in Ulan Bator, the capi- 
tal, was of "special importance." Minis- 
tries would have to plan their fuel and 


power savings. There was a general need | 


in the national economy for better work 
discipline and improved product quelity, 
he said. 

A precise figure for grain production in 
1983 was not given at the session, but re- 
marks by various officials indicated it 
reached a new record of 767-800,000 ton- 
nes — some 50% up on 1982. The harvest 
of potatoes and other vegetables was also 
"considerably bigger" than preceding an- 
nual averages. In 1984, the hope is to har- 
vest at least 700,000 tonnes of grain and 
gather 129,000 tonnes of potatoes and 
other vegetables, Sodnom said. Livestock 


production in 1983 was disappointing, | 


with only 8.1 million head surviving from 
birth during the year (1.3 million fewer 
than in 1982). In 1984, it was planned to 
achieve by the year's end a net increase of 
860,000 head. 

"The need for labour in Gobi and east- 
ern provinces will be met by 2,900 general- 
and vocational-school leavers being sent 
there, as well as by organised recruit- 
ment," Sodnom said. “It is necessary to 
organise concrete work to carry out the 
important resolution of the MPRP Cen- 
tral Committee and MPRP Council of 
Ministers on widening the resettlement of 
herdsmen for permanent work in Gobi 
and eastern provinces and considerably 
increase the grants and discounts given 
them." 

The 1984 plan reflects measures to “in- 
crease the market stocks of goods and im- 
prove supplies of foodstuffs and industrial 
goods," said Sodnom, in particular 
"growth in the volume of sales of meat and 
meat products, butter and groats no less 
than the growth in population." There 
would be a "considerable increase per 
head of the population in the volume of 
production of milk and dairy produce, 
flour and bakery goods," he promised. 


| increasing food stocks, an important 
role should be played by the organisation 
and development of subsidiary farms, en- 
terprises and economic organisations, 
"particularly in growing potatoes, vegeta- 
bles and hard and soft fruit and in raising 
pigs, poultry and rabbits." The area of 
housing completed in 1983 was 140,000 sq. 
ms, said to be sufficient to rehouse 20,000 
people, and the 1984 plan was for 157,000 
sq. ms. 

Presenting the MPRP's 1984 budget, 




















































































vith personal taxation contributing 
igriks 37.2 million. While planned 
ry expenditure on the national 
onomy in 1984 amounts to Tugriks 2. 15 
ion, expenditure "from all sources” 
hat is, including internal reserves and 
eign aid) on development of industry 
agriculture alone is estimated at Tug- 
.46 billion. 
xpenditure on social and cultural mea- 
es is estimated at Tugriks 2 million 
re than expenditure on the economy, 
e spending on administration and de- 
totals Tugriks 1.09: billion. With ex- 
dit e on n administration estimated at 











Despite the worsening of the interna- 
nal situation and the intensification of 
> danger of war," Byambajav said, “in 
dance with the peace-loving foreign 
/ of our party and government, €x- 
diture on defence is envisaged at the 
1 of the: previous year." (Defence 
nding in 1983, calculated on a different 
8, Was estimated as at 12 January 1984 
: "Tugriks 816.4 million.) E] 





ss confidence in the Philip- 

ined depressed as 1984 started 
the uncertainties of late 1983 proved 
Oo difticult to overcome. The mood, 
erbated by fears of yet another peso 
hange-rate adjustment amid galloping 
ation, is not expected to change 

matically for much of the first half of 





otiations for the rescheduling of a 
| part of the country's total foreign 
of some US$24.7 billion are not ex- 
ed to be completed until late February 
ith the documentation of any agreed 
wial rescue plan. expected to be 
ed by mid-March. The talks hit a 
with the discovery by the Interna- 
Monetary Fund of major discrepan- 
the economic data compiled by the 
a government (REVIEW, 26 Jan.). 
proposed rescue package involves 
Fusion of some US$3.3 billion in new 
from the Philippines’ trading 
rs, official lending institutions and 
mercial banks and the restructuring of 
ast US$9 billion of short-term debts 
y medimm- and long-term maturities, 
conditional upon an IMF standby ar- 
ement worth some US$635 million. 
Prospects for most productive en- 
eavours in the country depend on this 
The programme was made 
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halt in capital in-.. 
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The IMF tackles today’s problems with yesterday’ S policise, 
according to a critical report published recently 


By Daniel Nelson 
London: Another voice has been added 
to the growing chorus of criticism of the 
International Monetary Fund, with the 
publication of findings of two years of re- 
search into the fund’s stabilisation 
policies. The two-volume report" is likely 
to be drawn on by the Commonwealth 
Consultative Group, set up at the De- 
cember 1983 New Delhi summit to review 
the international economic situation. 
Project director Tony Killick, head of 
Britain's independent Overseas Develop- 
ment Institute (ODI) said at an unveiling 
ceremony in London in January that the 
fund's difficulty in adapting the condi- 
tions it insists on in return for loans is its 
"Achilles heel.” He commented: “We 
came to the conclusion that by 1982 the 





* The Quest for Economic Stabilisation; the IMF and 
the Third World; and The IMF and Stabilisation: De- 
veloping Country Experiences. 


of the screw 


capital flight towards the close of 1983. 
This in turn was due to political tremors in 
the third quarter caused by the murder of 
former senator and opposition leader Be- 
nigno Aquino and rumours of President 
Ferdinand Marcos' failing health. 

Philippine monetary officials were ex- 
pected to settle all outstanding problems 
regarding the IMF portion of the rescue 
programme by the end of January. They 
would then meet with the committee of 
the country's 12 largest bank creditors to 
set out the terms for the debt restructuring 
(the second 90-day moratorium on princi- 
pal repayments started on 17 January), 
which will then be presented to all of the 
350 creditors represented by the commit- 
tee. The final component, export credits 
from the country's major trading partners, 
will be discussed in March. 

The extent of the damage wrought on 
the economy by the events of the second 
half of 1983 is just starting to appear. The 
National. Economic and Development 
Authority (NEDA) has reported that the 
gross national product grew by only 1.476 
in real terms in 1983. This compared with 
2.8% in 1982 and 6.5% targeted under the 
current five-year development plan. 
Given an average population growth of 
2.3% a year, the slow GNP growth in 1983 
could only mean a decline in per capite 
GNE, 





 Econotnic Planning Minister Vicente 
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fund's policy conditionality was trying to 
tackle. contemporary problems with the 
policies of the 1960s.” 

This, he argued, increased the burdens 
of adjustment on a group of poor coun- 
tries without any corresponding pressure 
of adjustment on persistent surplus coun- 
tries, "represented most notoriously by 
Japan.” It also had the effect of adding a 
further deflationary twist to a. world al- 
ready in recession. zd 

Killick said moves towards. a mor ib. 
eral approach to conditionality had been 
scrapped largely as a result-of an alliane 
among United States President Ronald 
Reagan, West German Chancellor Hel- 











mut Kohl and British Prime Minister Mar: Ix 


garet Thatcher. 

The Philippines’ struggles to each 
agreement with the IMF on the terms ota 
US$635 million standby. programme 
(REVIEW, 26 Jan.), lends topicality to the 


Valdepenas, concurrently NEDA direc- 
tor-general, has also reported that the 
overall balance-of-payments deficit hit 
US$2.9 billion at end-1983 against US$1.1 
billion at end-1982, Valdepenas said earn-- 
ings during the year declined by 3.2% (no 
figure has yet been announced), though 
Marcos reported separately that revenues 
from six leading products groups — elec- 
tronics, garments, coconut products, 
sugar, copper and wood products — rose 
during 1983 to US$3.29 billion from 
US$3.13 billion in 1982. b 
The Central Bank of the Philippine 
whose official year-end report on the st: 
of the economy was still unissued as | 
ruary approached, has reported an inter 
national-reserves level of US$892 million 
as at = ee 1983, compared to 
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me D "ud 
Thatcher and Reagan: a conspiracy? 


ODI observation that traditional IMF 
programmes “have not been very effec- 
tive." Balance-of-payments viability, said 
the report, had become the overriding ob- 
jective of IMF programmes, while goals 
such as economic growth, reduced un- 


— PHILIPPINES 


US$2.54 billion at end-1982. Of the total 
reserves, gold holdings declined from 
US$823 million at end-1982 to US$117.5 
million at end-1983. 

For consumers, the hardest blow was a 
sharp acceleration in consumer-price in- 
flation. Data from the National Census 
and Statistics Office indicated a nation- 
wide average increase in prices of 26.1% 
in December 1983, against 8.5% in the 
corresponding month in 1982. The faster 
climb was most pronounced during the 
fourth quarter of 1983 when the rates con- 
sistently hit double digits, compared to an 
average of only 776 in the first quarter. 

The foreign-exchange scarcity that has 
gripped manufacturing — enterprises 
(mostly import-dependent) since the third 
quarter of 1983 does not appear to be 
nearing an end despite assurances of new 
credits being arranged or drawings from 
existing arrangements being accelerated. 
Imports are expected to remain at about 
60% of the previous year’s levels. 

At least for the first half of this year, the 
private sector expects slower business. 
Close to 1,560 corporations have an- 
nounced plans to halt operations and lay 
off workers. This does not augur well for 
private investment, which in 1983 already 
Saw an increased amount of capital with- 
drawals in existing businesses. Securities 
and Exchange Commission records show 
that despite an increase of 7.3% in the 
amount of money put into new corpora- 
tions in 1983, close to 200 firms went out of 
business, and:reductions in paid-up capital 
increased. — JOSE GALANG 
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ploye and improved income distri- 
bution had received little attention in 
programme designs. 

But while programmes appeared to 
strengthen the basic balance of payments, 
the. statistical impact was small. Achieve- 
ment often fell short of programme 
targets, and there was no systematic as- 
sociation at all between programmes and 
sustained liberalisation. The project 
team’s recommendation was that there 
should be “a more systematic and explicit 
consideration of the political conse- 
quences of stabilisation programmes.” 


E ike IMF is described as weak at forming 
political judgments, though “a sound 
political ‘feel’ is perhaps the most impor- 
tant attribute of a successful mission 
chief.” It cited as an example of political 
insensitivity the practice of sending mis- 
sions with an already-drafted letter of in- 
tent from the government concerned to 
the managing director of the fund. This 
practice, it said, should be ended. 

The “firm government commitment to 
stabilisation” was cited as a key factor in 
the success of the Indonesian programme 
in 1966-70, which was one of the case 
studies on which the research is based. In- 
deed, Indonesia under former president 
Sukarno provided “a classical IMF prob- 
lem” of a persistent payments deficit at- 
tributable largely to- excessively expan- 
sionary fiscal policies. 

A more common problem now arises in 


countries pursuing responsible fiscal and 
monetary policies but faced with de 
pressed demand for their exports and a de- 
terioration in their terms of trade. Killick 
pointed out that economic recovery in the 
industrialised countries might not stimu- 
late adequate recovery in developing 
countries. In 1979-82, real gross domestic 
product of industrial countries grew 2% 
while their import volumes from the rest 
of the world fell more than 4%. 

Among the suggested reforms made by 
the ODI are: 
> Acall for a richer mix of policies (echo- 
ing a call in last year’s Commonwealth 
Secretariat report, Towards a New Bret- 
ton Woods) relating programme design to 
the causes they are supposed to resolve. 
» Greater weight to be given to the diffe- 
rential ability of governments to execute 
measures. 
» Longer-term programmes for poorer 
countries. 
» More stress on reaching a consensus 
with governments on desirable policy 
measures and a corresponding move away 
from stress on credit ceilings and a few 
other quantified performance criteria. 
» Adoption of a  cost-minimisation 
framework in conditionality to ensure 
measures are in harmony with other gov- 
ernment objectives such as employment 
and income distribution. 

The report also called for measures to 
stimulate the production of exportable 
and import-substituting goods and ser- 


A GLOBAL APPROACH TO MANAGEMENT TRAINING 
THE ARTHUR D. LITTLE MANAGEMENT EDUCATION INSTITUTE 


Unique 11-Month Program Trains Results-Oriented Managers: 
Concentrations Offered in International Business and Ecomonic 
and Industrial Development 


We urge you to write for full information if you: 


W” aspire toa senior level management position in public or private 
enterprise, government or an international institution 


W” want to learn in a pragmatic, results-oriented environment 


W” wanta graduate management education emphasizing 
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vices relative to non-tradables; less em- 
phasis on demand restraint, and replace- 
ment of quantified performance criteria 


_by a broader set of “review indicators." 


However, the report pointed out that 
the need for change within many develop- 
ing countries is as great as it is at the IMF. 
It noted a tendency for governments to 
opt for quick spending in preference to 
stabilisation, and quoted an earlier finding 
that the Philippines had used access to 
Euromarkets and other sources to post- 
pone necessary domestic measures. 

Governments had often failed to attach 
proper importance to economic manage- 
ment, and their once-every-five-years at- 
tempts at planning had made them incapa- 
ble of responding to the sort of shocks ex- 
perienced by the world economy in recent 
years. 


» Anthony Rowley writes: The IMF is 
clearly sensitive to criticisms about the 
“harshness” of its conditionality and policy 
prescriptions, especially as they apply to 
developing countries. The retort of its au- 
stere but widely respected managing direc- 
tor, Jacques de Larosiére, has been a 
characteristically uncompromising attack 
on the “basic misconceptions” behind such 
criticisms. 

De Larosiére argued, for example, in a 
recent speech to the Economic Club of 
Chicago that because of the limited and 
temporary nature of the IMF’s own financ- 
ing it could not be expected to “play an 
anticyclical role that would be sufficient to 
turn the world economic situation 
around.” And adjustment policies in coun- 
tries needing fund assistance had to be con- 
sistent with the economic well-being of 
their trading and financial partners as well 
as with the strengthening of their own 
economies. 

Many of the adjustments currently faced 
by developing countries came about 
through force majeure, as a result of reces- 
sion, argued de Larosiére. In what could 
have been a reference to the Philippines as 
much as to Mexico or Brazil, he noted that 
where an external payments deficit esca- 
lates into a financial crisis, “foreign financ- 
ing becomes difficult if not impossible to 
obtain and local residents lose confidence 
in the currency, resulting in large-scale 
capital flight. In these circumstances, ad- 
justment is forced on a country in cir- 
cumstances which are sometimes socially 
and politically hard to bear as well as being 
disruptive to the economy.” 

The contraction of external financing 


brought about by a sharp reduction in net 


lending by commercial banks to non-oil 
developing countries — a situation exacer- 


_ bated by falling commodity prices and de- 


clining world trade — had "forced the pace 
of adjustment." Defending “rigorous 
monetary and fiscal policies" designed to 
bring about price stability and growth, de 
Larosiére attacked the notion that financ- 
ing could be substituted for adjustment. 
He asked: *How can it be argued that re- 
covery could somehow be built on the very 
policies responsible for leading economies 
into debt crisis and recession in the first 
place?" 
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Singapore financial centre: foreigners under fire. 


Bankers’ discomfiture 


Angry exchanges underline fresh tensions between 
Singapore’s monetary authority and foreign institutions 


By Lincoln Kaye 


Singapore: Tensions are on the rise again 
between the Monetary Authority of Sin- 
gapore (MAS) and bankers, especially 
those employed by the foreign institutions 
that still dominate the republic’s financial 
scene. The increasingly adversarial reg- 
ulatory climate stems from a rapid-fire 
series of administrative restrictions fol- 
lowed by a salvo of anti-banker rhetoric 
from top MAS officials. 

First, the MAS sent round a circular 
reiterating its policy against . "inter- 
nationalisation” of the Singapore dollar 
and warning bankers to observe the spirit 
as well as the letter of regulations. In tone 
and content, the circular seemed an echo 
of MAS rumblings leading up to the 1982 
“round-tripping” fracas in which several 
foreign bankers were forced to leave Sin- 
gapore for engaging in a widespread and 
legal (albeit officially discouraged) funds- 
transfer practice (REVIEW, 24 Dec. '82). 

Next, a new banking bill passed by par- 
liament (REVIEW, 12 Jan.) set a per-cus- 
tomer lending limit of 3096 of a bank's on- 
shore capital assets — a restriction likely 
to hobble the marketing efforts of foreign 
banks, whose local arms may be thinly 
capitalised even though their parent oi 
ganisations are huge. Then the MAS an- 
nounced it would require daily, rather 
than monthly, reports of all banks’ 
foreign-exchange transactions (Briefing, 
REVIEW, 26 Jan. ). 

And just to underscore the point, First 
Deputy Prime Minister Goh Keng Swee, 
who is chairman of the MAS, warned par- 
liamentarians not to be “overawed by 
foreign bankers, either by their bearing or 
their age" — an allusion to bankers' com- 
plaints of peremptory treatment by junior 
MAS technocrats. When he had himself 
“unwisely” granted some bankers an audi- 
ence, Goh reported, he found their con- 


versation *trivia . . . all sales pitch." Sum- 
ming up the MAS dilemma, Goh said 
*too lax a supervision can lead to abuse 
and fraud; too strict will stifle growth and 
enterprise." He rather  dismissively 
likened regulating bankers to “frying 
small fish. It must not be overdone.” 

Responding to this theme, the daily Sin- 
gapore Monitor said in an editorial that 
MAS “directives have become a one-way 
process to the detriment of Singapore as 
an international financial centre.” The 
newspaper called for a “genuine partner- 
ship between authority and banks, with 
the latter allowed to play their full part.” 

The MAS rejoinder was immediate and 
sharp. Koh Beng Seng, the manager of the 
MAS’ banking and financial institutions 
department, fired off a letter accusing thi 
Monitor of *echo[ing] opinions regularl: 
expressed in foreign journals . . . [which] 
represent the interests of foreign banks" 
— a failing which “one does not expect 
[of] a Singapore newspaper . . . Come off 
it!” 

Koh went on to spell out how, by 
“round-tripping” — booking Singapore 
deposits to offshore branches and then 
transferring them back to the republic as 
headquarters funds (an element of capi- 
tal), banks can evade local reserve re- 
quirements and boost their lending limits. 
Round-trippers reap large profits by 
undermining Singapore’s regulatory 
safeguards, Koh charged. 

As for alleged hectoring of senior 
bankers by MAS upstarts, Koh claimed 
unruffled relations between his authority 
and the republic’s more venerable bank- 
ing patriarchs. It was the newly arrived 
young expatriates, in the first flush of be- 
wilderment at Singapore’s regulations, 
who were prone to clash with the MAS’ 
junior minions. “Their perplexity,” Koh 
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The day after Koh's blast, the Monitor 
led its business page with a story headlined 
"MAS is responsive," in which senior exe- 
cutives from each of Singapore's four 
major local banks were quoted hailing the 
authority with adjectives such as “reason- 
able," “open,” “clear,” “helpful” and 
“courteous.” Foreign bankers, who re- 
mained generally less persuaded of the 


- MAS' virtues in this respect, grumbled 


quietly in their clubs. 


ET outburst strikes an odd note in a 
city-state with aspirations to world-class 
financial-centre status. Foreign banks still 
overwhelmingly dominate the local finan- 
cial scene in terms of assets and deposits. 
Their international links are crucial to Sin- 
gapore's goal of establishing itself as a 
market for financial futures, fund man- 
agement or syndicated credit. Yet the wel- 
come Singapore extends them is question- 


- able. In January, two local, government- 


controlled banks jettisoned their foreign 
partners in merchant-banking joint ven- 
tures (REVIEW, 19 Jan. and 2 Feb.). 
Besides, most of the recent spate of re- 
strictions strike at local as well as foreign 


institutions. Round-tripping has hardly 


been restricted to foreign banks, accord- 
ing to Singapore money-market sources. 
The daily foreign-exchange reporting 
keeps all banks *on a short tether" in their 


- eurrency positions, as one Singaporean 


foreign-exchange dealer pointed out. 
And, even though the capital-based lend- 
ing limits favour local over foreign banks, 
the new banking law also includes restric- 


| tions on shareholdings in and by banks. 


This hampers the spread of the interlock- 


-  ing-shareholding networks that comprise 
—- .Singapore's home-grown banking “em- 





pires. 

But foreign banks differ from their local 
counterparts in one crucial respect — they 
are free to leave. Some of them have voted 
with their feet in recent weeks. Banking 
sources told the REVIEW that three major 
international institutions (two of the Unit- 
ed States' top 10 and one of Japan's long- 


term banks) recently have decided against 
_ prospective merchant-banking ventures in 
— Singapore, citing the regulatory climate as 
. — ene of the disincentives. 


- Harris Bank of Chicago in January be- 
came the first already established foreign 
bank in the republic to withdraw its local 
presence (though a bank spokesman as- 


—— cribed the move to internal considerations 
— having nothing to do with Singapore). 





The MAS used to be flooded with appli- 


—— cations by foreign banks to set up shop 


here, but during 1983 only five overseas 
institutions joined the ranks of offshore 
banks in Singapore. And a rumoured mer- 
chant-banking joint venture between 
Chemical Bank of New York and Japan's 
Sanwa Bank, reportedly after earning li- 
cence approval, decided to postpone its 
actual opening to some future date. Bank- 
ing sources do not look for many more de- 
fections by foreign banks which already 
are here. But potential new entrants seem 
likely to stay away. | oO 
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Singapore's curbs on any 'internationalisation' of its currency 
are to some degree a means of keeping bankers in check 


Singapore: A frequently invoked justifi- 
cation for many of the Monetary Author- 
ity of Singapore (MAS) restrictions on 
banks is to prevent the local currency from 
being  "internationalised." If large 
amounts of Singapore dollars were al- 
lowed to accumulate overseas, the MAS 
fears it would lose a crucial measure of 
control over the republic's money supply. 
And that, authorities fear, could lead al- 
most immediately to swings in wages and 
the cost of living in a small economy such 
as Singapore's, heavily dependent on 
trade and foreign investment. 

To avoid such an outcome, the au- 
thorities acted to: 
» Keep Singapore dollar-denominated 
contracts off the trading *menu" of the 
new financial-futures exchange. 
» Exclude Singapore residents and Sin- 
gaporean securities from officially pro- 
moted fund-management schemes. 
» Tighten surveillance of banks' foreign- 


dp SR 


Provident fund HQ: a huge cash reservoir. 





exchange operations; they must report 
daily rather than monthly. 

» Bar issuance of Singapore dollar-de- 
nominated letters of credit. 

» Lower the boom on “round-trippers,” 
with the expulsion in 1982 of several 
foreign bankers. 

» Refuse permission for swap credits 
where one leg of the deal involves Singa- 
pore dollars. 

» Hector bankers periodically with ad- 
monitory circulars on internationalisa- 
tion. 

Strictures like these run counter to the 
government's free-market ideology and 
impede Singapore's growth as an interna- 
tional financial centre, a declared national 
goal. Yet they are deemed necessary in 
the name of the government's overriding 
concern for wage and price stability — 
bedrock policy in a city-state whose main 
stock-in-trade is a highly skilled workforce 
operating at internationally competitive 


rates and where the main tenet of the so- 
cial contract is to provide widely afforda- 
ble consumer goods. 

Yet the MAS' nervousness on the sub- 
ject of currency internationalisation raises 
such questions as how real the threat is 
and whether there would be a rush to hold 
Singapore dollars offshore in the event 
that the restrictions were lifted. How de- 
stabilising would it prove if offshore pools 
of Singapore dollar liquidity were to ac- 
cumulate? How effective have the govern- 
ment restrictions been in keeping local 
currency out of foreign hands? And what 
cost has Singapore paid for the restric- 
tions, in the form of slowed development 
and foregone business opportunities? 

In a presentation to a bankers' seminar 
in 1983, Lee Sheng Yi of the National Uni- 
versity of Singapore (NUS) department 
of economics highlighted two ways in 
which the republic could benefit from ac- 
celerated currency internationalisation. 
For one thing, foreign holders of Singa- 
pore dollars could be expected to start 
shopping for Singaporean assets to buy, 
thereby deepening the local capital and 
equity markets. Then, too, denominating 
regional trade in Singapore dollars would 
facilitate development of intra-Asean ex- 
change by providing a common unit of ac- 
count and spare local businessmen the 
transaction costs of buying a third-country 
currency to pay their bills. 


|: a regional context, at least, the Singa- 
pore dollar is uniquely suited to perform 
such a role, Lee pointed out. The MAS 
has consistently maintained its exchange 
rate on a gently appreciating trend with re- 
spect to the US dollar — a task aided by 
the dominance of the United States and 
other more or less dollar-pegged 
economies (such as Malaysia) in Singa- 
pore's trade, plus the judicious interven- 
tion of authorities to *manage the float." 
As a result, the Singapore dollar is widely 
viewed as an eligible unit of account. 

Realistically, Lee feels, internationali- 
sation for the Singapore dollar would 
mean no more than “regionalisation” in 
the light of the limits of the city-state's 
economy and its influence beyond the 
Asean pale. 

MAS’ fears arise from the dispropor- 
tionality between the size of Singapore's 
gross domestic product (nearly US$14 bil- 
lion) and the gross current export pay- 
ments and receipts in its balance of pay- 
ments which, at an estimated US$60 bil- 
lion (of which some US$40 billion repre- 
sents merchandise trade and US$20 bil- 
lion financial flows and services) reflects 
the extent of the republic's dealings with 
foreigners. But if offshore Singapore dol- 
lar liquidity spreads no further than Asean 
(which accounts for some US$20 billion of 
Singapore's trade and financial flows), the 
MAS would be at risk for cóllliderably less 
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Even so, a sudden liquidation of 
offshore holdings could result in a capital 
inflow that would swamp the republic's 
entire GDP, and the domestic money sup- 
ply (M1) of some S$8 billion (US$3.76 bil- 
lion). 

How much credence should be given to 
such fears depends upon assumptions 
about the local economy, according to the 
NUS’ Basant Kapur, who has researched 
the question for the past four years. For 
instance, given the “tightly managed 
float" of the currency, Kapur reasoned in 
a 1981 paper that a wholesale repatriation 
of offshore Singapore dollars would trig- 


. ger an offsetting reduction of reserves so 


that, in principle, the economy should 
carry on unperturbed. 

It is only against such hypothetical 
economic scenarios that policymakers can 


-. test propositions such as whether or not to 


permit greater internationalisation of the 
Singapore dollar, noted Chemical Bank 
economist Eric Rasmussen. He claimed 
most of these uncertainties would resolve 


p themselves with output stable or increas- 


ing — “as long as you let economic forces 


- take their course.” But Kapur pointed out 






that sortie of "ea more dap oat economic 


models may rely on rather unrealistic sup- 
positions. He offered as one example the 
premise of “perfect capital mobility,” 
whereby debt and equity instruments are 
comparable and freely traded across bor- 
ders to equalise rates of return between 
countries. 

But at least one senior foreign banker 
feels that “until Singapore’s capital mar- 
kets mature well beyond their present 
rather impressionable level,” the republic 
lacks the investment opportunities to en- 
tice foreign individuals or central banks to 
acquire large amounts of Singapore dol- 
lars. Government securities, the tradi- 
tional investment staple of any currency’s 
offshore holders, are rare in Singapore 
since state borrowing is largely pre-emp- 
ted by the availability of a huge reservoir 
of Central Provident Fund contributions. 

This banker contrasted Singapore with 
Switzerland. Both countries have regional 
importance as financial centres out of 
proportion to their small (but vigorous) 
economies. Both are regional islands of 
political stability and fiscal responsibility. 
Both depend heavily on trade. But the 
Swiss franc is internationalised to a degree 







dollar à in the fofesebable fure. It is not 
that the Swiss authorities were any less re- 
luctant than the MAS to take on such a 
role. Currency internationalisation has 
brought few benefits to the country — it 
was a consequence, rather than a cause, of 
Switzerland’s banking pre-eminence. 

Bankers argue that the internationalisa- 
tion of the Swiss franc was also a result of 
rapport and trust between the Swiss Gov- 
ernment and the international banking 
community, acting in a sort of mutual and 
enlightened self-interest. But no such rap- 
port or trust has even begun to develop be- 
tween Singapore’s banks and the MAS. 
And until it does, the world investing pub- 
lic can hardly be expected to have confi- 
dence in internationalisation of its cur- 
rency. 

If that ever did come to pass, the MAS 
would be hard-pressed to resist the tide as 
long as Singapore remained wide open to 
trade and free of outright currency con- 
trols. But until that time, the inter- 
nationalisation issue looks like more of a 
cane to chastise errant bankers than an im- 
minent threat to Singapore’s stability. 

— LINCOLN KAYE 





INDUSTRY 


: - By Mohan Ram 
- New Delhi: To meet fast-growing demand 


for two-wheeled transport and ensure the 


f quality of locally made scooters and 


motorcycles India has licensed additional 
production, permitted the import of 
technology and reduced customs duty on 
components. The result should be very 
rapid expansion of the industry by the end 
of this decade. But what now is a seller’s 


_ market might soon turn out to be a fiercely 


competitive one. 
Proof of the supply gap for quality two- 


—— wheelers is the readiness of buyers to en- 


— gure their places in the queue by making 


`. advance payments on terms set by the 








- manufacturers of the most popular brand. 
— Bajaj Auto, with a licensed capacity of 


160,000 machines a year, dominates 
India's scooter market. It has been al- 
lowed to expand capacity to 300,000 
machines and will be making an improved 
scooter as well as launching a line of 


. motorcycles. 


It has collected advances of Rs 500 
(US$52.63) each from 1.4 million intend- 
ing buyers at 9% interest; the banks 
charge 16% or more. Lohia Machines, 
which has a tie-up with Piaggio of Italy, is 
licensed to make 100,000 scooters a year 
but has orders for more than 2 million, 
though the first machine is yet to roll out 
of the factory. It has collected advances 
totalling Rs 1.05 billion, also at 9% a year. 

The trend is towards increasing quality 


b | | . yp 

- India's vroom boom 
A huge expansion in two-wheeled transport is 

_ under way, thanks to government concessions 


rather than quantity. While Bajaj scooters 
fetch a premium of up to 50% more than 
the ex-factory price from those who reach 
the head of the queue, the less-popular 
brands available off the shelf have few 
buyers and the plants work far below ca- 
pacity. Some are likely to fold shortly. 

In its policy shift, the government has 
permitted expansion of existing plants and 
allowed new entrants to the field. This will 
raise the present capacity of 1.15 million 
two-wheelers a year to 2.5 million in the 
next few years — a 117% increase. In ad- 
dition, permission to import technology 





Scooter production: a glut on the way. 





has caused an influx of Italian, Japanese 
and other manufacturers to the booming 
industry, which also has resulted in a re- 
duction in customs duty on 100c.c. engines 
from 160% to 40%. 

With the newcomers tying up with re- 
nowned foreign manufacturers such as 
Piaggio, Honda, Yamaha and Suzuki, the 
existing manufacturers feel the need to 
upgrade their technology with foreign 
help. Bajaj Auto, for example, which 
claims its technology is all its own, is giving 
its present scooter models a facelift by hir- 
ing an Italian firm to design the bodies. It 
is also seeking a tie-up with Kawasaki. 

But aspects of the new policy have 
drawn criticism. While capacity is planned 
to increase sharply, officials admit in pri- 
vate that the demand projections (802, 000 
two-wheelers in 1983-84 comprising 
340,000 scooters, 310,000 mopeds and 
152,000 motorcycles, rising to 2 million 
comprising 800,000 scooters, 850,000 
mopeds, and 350,000 motorcycles) are 
pure conjecture. Production may outstrip 
demand by the end of the decade and the 
chances of exporting the surplus machines 
is bleak because of a competitive world 
market. With a glut, some of the smaller 
units might go to the wall, leaving only the 
bigger factories with prestigious brand 
names to survive. 

Another point made is that the import 
of technology for the two-wheeler indus- 
try would be redundant or repetitive be- 
cause India is already making — and even 
exporting — these machines. The new po- 
licy gives little thought to developing the 
production of ancillaries at home and per- 
mits up to a 40% import component to 
begin with, to be phased out by substitut- 
ing home-made components over five 
years. Critics say a 10% import compo- 
nent would be adequate. 
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The TBX family of telephone systems [re AE 
from Philips is the ideal solution to your 
communication problems — whichever 
way you look at it. 

Whatever the nature or size of your business, 
and however quickly it is expanding, TBX can 
improve your communications efficiency. 

TBX is a high performance PABX with a lot 
to offer — systems that range in size from just 
16 to as many as 900 extensions; a multitude of 
user orientated money, time and energy saving 
features; and the added 
benefits of low installation, 
maintenance and running 
costs. 

Philips had the foresight 
to make TBX a modular, 
open-ended concept, so 
every system can be built 
up, easily and inexpensively, 
to meet growing needs. 

Reliability and quality are 
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| would like to know more about Philips 
TBX telephone systems. 
Please send me detailed information. 
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Philips’ Telecommunicatie Industrie BV 
P.O. Box 32, 1200JD Hilversum, The Netherlands Telephone (int.) +31.35.89. 91 11. Telex 43712 
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Copy sizes to your hearts content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 
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MINOLTA 


See the EP4507 at these | Minolta subsidiaries and distributors: 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
1.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
Size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions bs 

require. , 





MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, 


P.T. Perdana Nirwana Abadi Co. 67B, JI, Krekot Raya, Jakarta Pusat 
Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi-110019 
Phone: 682475, 682476 

Allied Equipment Ltd, First Floor, Nelson Chambers, 1. |. Chundrigor Road 
G.P.O. Box 680, Karachi—| 
Brothers International Ltd. G.P.O. Box 767, Adamjee Court 115—120 
Montijheel C.A., Dacca 


The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
tion ratio required according to the size of the 
original in use and the size of the copy paper 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart's 
content. 
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Higasht-Ku, Osaka 541, Japan 
Phone 177 HOY 
Phone: 214922 

Phone: 232293 


New Zealand Viko Holdings Ltd. MSI Bldg. Cnr. Khyber Pass and Nugent Str., P.O. Box 220 


Taiwan Santa Office Machines Corp. IIFI. 75, Sec. 4, Nanking E. Road, Toipei Indonesia 
Phone: (02) 751-5022 India 
Hong Kong Minolta Hon Kong Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon 
Phone: 3-676051 Pakistan 
Singapore ^ Minolta Singapore (Pte) Ltd. ny Mom Road, #07-01, Chiat Hong Bldg. 
Singapore 0718 Phone: 3365 Bangladesh 
Malaysia QU UE Seneipan Berhad | tot 3, Jalan 223, Petaling Jaya, Selangor 
Phone: 57747 
Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok 10110 
Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 Australia 
Philippines — TOPROS Inc. Topros Bldg. Banawe Cor. Atok St., Quezon City, Metro Manila 


T Ro KMS Phone: 49-49-21 
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Auckland 3 Phone: 796-294, 796-295 
Océ Reprographics Ltd. 89 Tulip St., Cheltenham, Melb. 3192 


Phone: 584-101! 


WITH 
AUSTRALIAN 
BUILDING 
MATERIALS 


Buyers, agents, builders 

—they can all profit from 

Australian building 

materials. They can profit 

from their high standard 

_ of quality. A quality 

= proven on the job in 

-— Australia's widely varying 

_ climatic conditions. They 

_ can profit from the great 

- —— range available, extend- 

= ing from basic tools, 
hardware and equipment 
_ to specialised products 

and decorative fittings. 

. Products such as 

. fasteners, scaffolding, 

welding equipment, hand 











































: window fittings, 

_ bathroom accessories, 

tiles and cladding, 

= plumbing and electrical 
fittings, roofing and 

: cabinetware. Australian 

; manufacturers can 

< supply most building 

: products. Find out what € 
. they have for you. 


Ask the expert 
who knows Australia 


For details of suppliers phone or telex the 
Australian Trade Commissioner at: 
Bangkok, 286 0411, telex 82621. 

Beijing, 52 2331, telex 22263. 

Hong Kong, (5) 22 7171-8, telex 73685. 
Jakarta, 33 0824, telex 46 214. 

Kuala Lumpur, 42 3122, telex MA 30260. 
Manila, 87 4961, telex PN 63542. 

New Delhi, 69 0336, telex 81312356. 


| Tokyo, 582 7231-9, telex 242 2885. 


Et Ask the Australian 
Trade Commissioner 



















e FEW investors could have guessed 
how strong and sustained the rise in 
earnings for Malaysia’s plantation sector 
would prove. And even now it is doubt- 
ful whether all of them appreciate the 
nature of the factors propelling com- 
modity prices, especially palm oil and 
rubber (REVIEW, 2 Feb.). So, despite 
the recent strength on the Kuala Lumpur 
Stock Exchange (KLSE) — helped ad- 
mittedly by resolution of Malaysia’s con- 
stitutional imbroglio as well as strength 
in Overseas stockmarkets — there still 
seems more to go for. 

Shroff believes plantation stocks will 
continue to gain on the strength of solid 
earnings and investment. In fact, the 
plantation sector seems set to repeat in 
1984 its remarkable performance of last 
year when the KLSE's plantation index 
recorded a 63% rise. 

Long-term earnings assessments, 
based on price/earnings (p/e) ratios, 
gearing and other measurements, very 
much took a back seat at the height of 
the KLSE’s speculative free-for-all in 
December and January. But the mar- 
ket’s consolidation, apparent since mid- 
January, has seen investors discover- 
ing analytical tools again and separat- 
ing longer-term growth stocks from fast- 
trading low-liners. 

In 1983 trading, the most active plan- 
tation listings included Sime Darby’s 
majority-owned subsidiary, Consoli- 
dated Plantations (Consplant), 
Kemayan Plantations, Dunlop Estates, 
Kuala Lumpur Kepong (KLK), High- 
lands and Lowlands, Premium Holdings 
and Harrisons Malaysia Plantations Bhd 
(HMPB). All these appreciated even 
faster than the overall sectoral perfor- 

 mance: by the end of 1983, Consplant, 
HMPB, KLK and Highlands and Low- 
lands all had joined the select list of 15 
Malaysian companies with market capi- 
talisation of more than M$1 billion 
(US$428 million). 

For most of these companies, estate 
expansion was sustained in the face of 
the 1982 and 1983 recession, leading to 
higher-than-prudent financial gearing: 


But prospects continue to look good. 
Even allowing for the possibility ofai» 
sharp correction in the price of palm oil: 
in late February or March (which a tight. 
supply situation by no means makes cer- 


tain), the mixed-crop acreage of firms 
such as Consplant and KLK will enable 
the other pillar of the plantation econ- 
omy — natural rubber — to sustain their 
profitability. 

Signs point to an increasing natural- 
rubber demand curve meeting a declin- 
ing availability of the product in about 
two months’ time, when supplies are 
normally short as tapping yields drop 
. during the trees’ Whose t Although 
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Planters’ DUNEN is is still potent 


rubber traders such as UBC London are 
right to have noted recently, that “we 
have seen quite confident markets turn 
back as the stock manager’s selling level 
approaches” — reference to the Interna- 
tional Natural Rubber Organisation’s 
threshold “may sell” level of M$2.69 a 
kg. — low stock levels in Japan, the 
United States and Western Europe 
suggest a different outcome this time. 
Rubber, now hovering at a (modestly 
profitable) M$2.63 a kg., seems set to 
reach M$3 a kg. within a matter of 
months. 
@ ANOTHER plantations bonanza 
may be on its way because, for rubber as 
well as oil palm, the major firms have 
been successful in the past two years in 
reducing production costs and in increas- 
ing productivity. Palm-oil production 
costs are currently less than 2576 of the 
spot price for immediate delivery. 

Two countervailing arguments have 
been heard in plantation boardrooms 


Oil palm: a golden investment. 





over the past year. One says that planta- 
tion companies have no choice but to di- 
versify, most obviously into property 
development which (thanks to the land 
banks of some plantation companies) 
can easily be translated into prompt 
gains — so long as the property market is 


| right. The other thesis holds that planta- 


tion companies should stick to their last. 


They should accept their position as cyc- 


lical earners, increase productivity, en- 
large acreage and ride the markets — up 
and down. 

Smaller stocks, such as Bedford Plan- 
tations and Boustead, have gone down 
the property diversification route, turn- 
ing their earnings base upside-down in 
the process. Larger plantation-based 
companies, such as Sime Darby, have 
the luxury of both refurbishing existing 
estates and improving cash flow by de- 
veloping land banks adjacent to urban 
growth centres. 

Other firms have a gd gne to 
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upgrade their acreage (many increasing 
dramatically their cocoa plantings), but | 
the right mix has probably been achieved - 
by firms such as HMPB and KLK, © 
Malaysia's largest and fourth-largest r 
plantation groups respectively. 

HMPB’s profits are likely to respond | 
strongly to increasing commodity prices | 
as the group has achieved an almost ideal - 
crop mix of 44% oil palm, 43% eue | 
10% cocoa and 3% coconut which, ¢ | 
the back of high world vegetable-oil 
prices, is also making a recovery. 1 
though production fell slightly during 
1983, recent good weather and increased - 
acquisitions (of Barlow Plantations, for |. 
example) mean the group’s 87,000 ha. | 
will produce enough of whatever com- _ 
modity does best in coming months. | 
HMPB also has invested heavily in. 
cocoa-estate development. 

KLK owns nearly 41,000 ha., half of it - 
in Johor. Its crop mix also seems set to 
command a good return in variable mar- — 
ket conditions and recent acquisitions — 
and purchases (following a special share — | 
issue to bumiputras) also has | 
strengthened KLK's cash position. KLK | 
also holds 26.2% of Highlands and Low- | 
lands, and its forecast 1983 pre-tax profit _ 
of nearly M$46 million should double 
this year, going even higher if palm-oi 
prices remain above M$1,600 a tonne. | 
after April. |; 
e LOOKING elsewhere, Shroff notes | 
that earnings for Consplant this year will | 
rebound after a 33% fall in pre-tax pro- | 
fits (from M$74.9 million in 1982 to an | 
expected M$50 million last year). A fifth — 
of Consplant's land bank of 54,000 ha. | 
lies in areas with prime property-deve- - 
lopment potential. And while this latent | 
capacity to generate investment income — 
remains real, favourable weather in- 
most states where Consplant has estates, | 
plus impressive prospects for cocoa, por- | 
tend more than doubled pre-tax earnings. | 

Dividend payouts from the major | 
plantation firms should also rise this . 
year, in line with profits but also because 
of the increasing presence of bumiputra | 
equity funds — such as Permodalan Na- |. 
sional Bhd’s (PNB) majority holding of | 
HMPB and its minority interest in | 
Guthrie Ropel and in Highlands and 
Lowlands. This suggests a greater likeli- 
hood that directors will opt for increased — 
distribution of profits to meet, in part, | 
commitments such as PNB's “guaran- |. 
teed premium" scheme under which unit | 
holders in the Amanah Saham scheme | 
expect to receive a return of 10% a year. 

Shroff believes that after two years of 
tight returns, it will be difficult to re- 
strain distributive impulses, even if the |: 
management of firms such as KLK advo- | | 
cate further investments in acreage ex- 
pansion. 
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'okyo: : Bankruptcies among small and 
lium-sized businesses in Japan rose to 
'ecord high in 1983 in terms of absolute 
nbers. A different perspective on 
kruptcy figures, however, gives 
ther picture: the number of bank- 
cies compared to the total number of 
nesses, including those newly created 
‘ach year, yields a bankruptcy rate that 
been fairly steady. The Japanese econ- 
has thus been generating sufficient 
businesses | to balance its failures, de- 
e the impact of the recent recession. 

In 1983, there were. 19, 155 corporate 


ut 4 and icon iE for Sodio 
ood processor Wattie Industries — the 
ngton-based baking giant Goodman 
up — is striking up a relationship with 
diversified Australian pastoral group 

ers IXL through a share swap. 
wough share purchases and place- 
s Goodman, which also is trying to 
| its 35% investment in Wattie 
aggressor New Zealand Forest 
FP d s secure a a 14%. stake 





















ake in Gáàdr iman is dilated to 26%. 
odman managing director Peter 
e has dismissed suggestions that 
Iders move was defensive, saying it 
en planned for six months — long 
the Wattie controversy blew up 
year, Under the new shareholding 
ture linking Elders and Goodman, 

irs will nominate two directors to the 
'odman board and Goodman will have 

€ representative on Melbourne-based 
ders' board: Goodman. proposes to 
; account its share of Elders’ profits. 

would see its annual profits. more 
in double to NZ$8 million. Goodman 
lalso take an active role in the manage- 
nt of Elders’ Poor Perietanag food 
‘ests. 

Elders, late last year, took over its par- 
| company, Carlton and United Brew- 

(CUB), which formerly owned 49% 
ders, after Brierley Investments’ Au- 
. Subsidiary, Industrial Equity, 








ruptclés hit new. high ; though relative to 
ir of bus nesses the 


ailure rate is static 


bankruptcies in Japan, compared with the 
previous record of 18.471 in 1977. But the 
bankruptcy rate for all businesses last year 
was only 1.21% — below the rates of 1976 
(1.24%), 1977 (1.41%) and 1980 (1.23%). 
The number of Japanese bankruptcies 
also is comparatively modest compared 
with other countries. Last vear Britain, for 
example, recorded 13,400 bankruptcies. 
Britain has a population of 56 million, 
about half that of Japan. Bankruptcies in 
Japan also include those enterprises 
which, because they have missed two loan 
payments to a bank, have had their bank- 
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1 struggle for control. of Wattie Industries heats up 
one payer ties upa with an Australian peur! 


made a takeover bid for CUB (REVIEW, 
22. Dec. '83). Some of the shares Good- 
man will receive come from the sub- 
sequent restructuring of Elders' capital. 
Meanwhile,:the New Zealand invest- 


ment community has witnessed almost 


daily moves and counter-moves from the 


|j various parties seeking control of Wattie. 


The latest entrant into the ring is Brierley, 


itself in the midst of a merger with fellow 


takeover specialist Bunting and Co., 

which is run by former Brierley executives. 
Brierley stood in the market for Wattie 

shares from 24-31 January, offering 


NZ$5.15 each for ordinary shares. The 
company's chief executive Bruce Hancox 
has described the bid — for an unspecified 
stake — as an investment opportunity. It 
is widely believed Brierley is seeking a 









KA WAH BANK , 
At the end of the article Ripples | 
through the maze (REVIEW, 13 Oct. 
:83) regarding the problems of Hang | 
Lung Bank and Dollar Credit, a re- — 
ference was made to the Ka Wah 










derstood by some readers to imply 
that the bank was in some way finan- 
cially unsound or to impute a lack of 
integrity on the part of those respon- 
sible for its management. The 
REVIEW is glad to take this opportu- 
nity of making it clear that no such 
implication was intended and 
apologises should any embarrass- 
ment have been caused to the Ka 
Wah Bank. 















Bank which may have been misun- ` 
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agreement. A 
and NZFP. The agreem 


| PER on The Wattie board also was 





repay s. 
rin. 1983, Jabaties corp 
fuptótés left debts of X258 tril 
(US$11.1 billion), or on average 3135 
million per case. Last year's bankruptcies 
involved smaller debts than in 1976 or 
1977. Banks generally are protected from 
the full consequences of bankruptcies. 
Virtually all their loans to small and 
medium-sized businesses are against col- 
lateral or have a guarantor. The com- 
panies which inevitably suffer are those 
which hold the. PUE receivable of bo 
bankrupt. outfits. JU ac 
C onstruction ' ar n id pro: 












Eun d for 30.2% of ali reti i las 
year. About. 19. 1% of ae an in- 








sventualle sellit E ! out i 
der. By the end of Jaituaiy it was near 
reaching a stake close to 5%. NZFP isi 
self seeking 65% of Wattie, which specifi- o 
cally excludes the 35% o Goodman holding. ^ 
This would leave Goodman trapped witha .— 
minority stake in an eventually unti 
Wattie. — 

The New Penland Stock oe 
deemed the bid unfair and moved to sus- 
pend NZFP shares from trading. How- 
ever, a court injunction has now been ^ 
granted to the company allowing its shares 
to continue to trade until at least 7 Feb- 

| nment's examiner of 

commercial pract | ces is currently consid- 
ering NZFP's: application to increase its 
holding in Wattie. Because of the wide- 
spread public interest in. the proposal, 
which would see the resulting company 
outstripping in size the country’s largest 
industrial concern, Fletcher Challenge, 
some pundits predict a public Commerce 
Commission hearing to consider the issue. az 

Although the majority of Wattie direc 
tors have recommended the NZFP. 
which offers both s S 
few will be accepting the offer pei 
Five of the nine Wattie di 
a letter of recommen n i 
holders say they will c 1e to hold their 
shares. Four Goodm . directors on the 
























'Wattie board, who hold rio shares person- 
-ally, have sti 


ssi trongly objected to the bid. 
The Wattie directors’ letter said they do 





mot regard the bid as being in the wider 
| public interest, and blamed Goodman di- 


rectors for failing to. reach a three-way 

among ' ;. Goodman 
it would have 
seen Goodm: d "P hold. limited 
and equal stakes in Wattie, which would 
have allowed for a continued public 
















man wit es 


agencies. and coffee houses!” 
. only eight companies which folded with 
br of more died ¥10 billion. 









the omar pote sce half of a re- 


cession. Inste 


| i pare recession by pee 
on financial reserves which are exhausted 
before credit institutions recognise. the 
durability of an economic recovery. “ 










grammes to. try to prevent bankruptcies, 


and Industry: Besides financial assistance, 





| tations, ‘suggesting ‘continted prob- 
lems stemming from the bank’s property 
Joan portfolio. The directors recom- 





share, making a total payout of 65 cents 
(59 cents in the previous year after ad- 
1 justment for a bonus issue in March 
1 : In the 2n of “unforeseen cir- 







Buoyant big four 
Nomura, Nikko, Daiwa and Yamaichi, 


. .|] Japan's big four securities houses, all 
c | have reported. sharply higher consoli- 


dated net income for the financial year 
-ended 30 Sept. 1983. Nomura’s net in- 
to *Y55.6 billion 
(US$231 million), while Nikko, report- 


| come rose 42.6% 






ng consolidated results for the firsttime, 
aid its income for the: Erding was #25. 


“There 1 were | 


) vig cinia occur most 


There are various government pro- 


mended a final dividend of 40 HK cents a 


E CHRISTOPHER woop s 


Minana: 


. most of them organised under the direc- | 
< tion of the Ministry of International Trade 


Í infini trusts, n in e, thar | 


the stockmarket had been buoyant 





throughout the financial year. Their 

overseas affiliates also did well on the 

. back of» growing "ee bond issues 
IVeTseas. 





venting ban kruptcies à dinong larger ei enter- 


prises that could have a domino effect in 
toppling related companies and suppliers. 


In failures involving, for example, com- 


panies listed on the first section of the 
Tokyo Stock Exchange, the government 
will send in its own experts to counsel the 
company if it feels this would help. 

As the economy picks up, bankruptcy 
figures are expected to decline. The Econo- 
mic Planning Agency estimates the econ- 
omy will grow by 4.1% this year compared 
to 3.4% in 1983. A potential source of addi- 
tional bankruptcies, however, is the ven- 
ture-capital business in the high-techno- 
logy sector; which is attracting a large 
amount of risk capital. But the Japanese 


Government keeps a watchful eye on this | 


sector. No radically different patterns of 
bankruptcies are likely to emerge. n 





For the current term, the big four pre- 
dict continuing:good business, but ex- 
pect results at the operating level to 
show much less marked increases — 


steady for Nomura, up 5% for Nikko, up 


2% for Daiwa and up 19% for 
Yamaichi. — KAZUMI MIYAZAWA 


King's Hotel off 


King's Hotel, which runs two hotels and 
a shopping centre in suburban Singa- 
pore, suffered an 18% drop in operating 
profits to $$5.7 million (US$2.7 million) 
in the year ended 31 Oct. 1983, despite 
turnover being virtually unchanged from 
the previous year. Directors predicted 
declining room rates in Singapore’s | 
room-glutted hotel market, but hoped to 
counter the trend with stepped-up mar- 
keting efforts plus the recently com- 
pleted renovation of one of the hotels 


and expansion of the other. They de- 


clared a first and final dividend of 7.5 S 
cents a share, payable i in April. 
—LINCOLN KAYE 


£ * 

TDK's income slips 
Consolidated sales. of TDK Corp., 
Japan's largest maker of ferrites and 
magnetic tapes, rose 13.8% to ¥346.6 
‘billion (US$1.49 billion) in the year 
‘ended 30 Nov. 1983. However, net in- 
‘come fell 7.9% to ¥26.9 billion. Sales of 
magnetic recording tape, which ac- 


counted for 50.8% of total sales, and fer- 


rite cores and magnets (which accounted - 
for 21.696) were up 6.4% and 26.9%, re- 
spectively. The reasons for the drop in 


net income included over-production of | 
‘video tapes by major manufacturers, 


which led to a decline of 22% in the aver- | 
age shipping price. TDK also cited 
higher depreciation costs. 

— KAZUMI MIYAZAWA 
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: Hongkong held on to its recent gains. 





v ONG: Bullish sentiment continued to 
derpin the market despite frequent bouts of profit- 
ng. The Hang Seng Index finished the period at 
55.37, marginally below the previous period's 
ng level. Daily volume for the four-day period 
aged HK$334.15 million (US$42.84 million). 

ults of the latest round of Sino-British talks over 
' future of Hongkong, which were again described 
useful and constructive," helped sentiment. Ex- 
tions of a further prime-rate cut following the 
e-point reduction effective 23 Jan. — to 12.5% — 
o stimulated interest, enhanced by the cash spin- 
ff from the HK-TVB flotation. A further one-point 
ime cut was duly announced on 28 Jan. 




















i, Investors went on a Pre-Lündr New Year 
ing binge and the weighted index set an all-time 
. It closed the period at 818.14, up 3.4%, on ris- 
volume. Average daily turnover was NT $1.1 bil- 
 (US$27.5 million). The government's easy- 
ley policy has ensured buoyant liquidity condi- 
; fuelling the Stockmarket meh Aough some 












0: Share prices turned upwards in the period 
Jan. with the Nikkei-Dow Jones Average in- 
g 135.49 points to close at an all-time high of 
06.47. Turnover during the period averaged 385 
lion shares a day, a slight decline from the previ- 
period. Videotape-recorder hardware and tape 
rs such as TDK, Fuji Photo and Hitachi Maxell 
back into favour at mid-period. Electric-power 
wies also developed momentum on expecta- 
an increase in power consumption, reflecting 
yis winter's unusually cold weather. 























“Prices soared, carrying the composite 
up 3.8 points or 2.45% to 122.50. Trading vol- 
so jumped to an average 18 million shares a 
e market is still reaping the benefits of the re- 
in short-term deposit rates, which is thought 
further government measures to stimulate 
t. Another bullish factor was the an- 
m ntofa major biogenetic-engineering joint 
_ between. yen itd and an American 

















ding volume and value subsided after the recent 
3 ord x Total turnover SE OPPA during the 







nce that “rubber would : soon join se be oil in com- 
ii arge price increases revived sentiment 
Ithough support for plantation = 


from the North 


iN E Asian markets continued to ignore Wall Street’s weakness to record new highs. This 
is the case with both Taipei and Tokyo — the former was the strongest-performing market | 
the period to 27 Jan. Seoul was buoyant also. Otherwise, New Zealand continued to rise 


eased slightly overall, some counters, such as 


Kemayan Oil Palm, posted gains. 


SINGAPORE: The much- -predicted pre-Lunar | 


New Year rally turned out to be no more than ade- |. 


sultory spurt at the end of the period, with Fraser's 
Industríal Index closing at 6,058.30, up 43.5 points. 


Investors’ attention turned back to a handful of blue | 


chips, leaving the broad mass of shares to languish. 


Price movements were far from dramatic. Wearnes ‘| Ch 
picked up 31 S cents (15 US cents) to S$5.15, while 


Straits Times Press gained 30 cents to S$15. Turnover 
averaged S$59 million a day against $$56.4 million in 
the previous period. 


NEW ZEALAND: The rally which was developing | 
at the end of the previous period carried through to.a 
new peak on 27 Jan., though the period closed with 


prices somewhat off the top. Funding moves by the | & 
government were mainly responsible. A larger-than- ll 

expected NZ$600 million (US$389.6 million) gov-.| c! 
ernment stock tender offer indicated interest rates. 


are unlikely at present to move down. The govern- 
ment's intention to keep a tight rein on credit in elec- 


tion-year 1984 was underlined by a further increase in. 


finance-company government-stock requirements, 
with Prime Minister Robert Muldoon threatening 
further moves if finance companies failed to restrain 
lending. 


AUSTRALIA: Consolidation conned at “levels 
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below the recent all-time highs. Trading was relative- | Pion 


ly thin. Most mining leaders eased owing to the con- | Ser 
tinuing weakness of metals prices. The main activity | 
centred on an offshore-oil discovery at the Turtle | we 
Weil in the Bonaparte Gulf. Western Mining is the | y 

main operator in this venture though a number of oil - 


minors also are involved. Some of these enjoyed. 


spectacular rises, not reflected, however, in the Aus- 
tralian All-Ordinaries Index, which closed the period 
at 765.7, down 11.9 points. Overseas investors gener- 
ally were inactive. 


BANGKOK: Despite continuing tight liquidity 1 
conditions, the market held steady, thanks largely to | . 


















bullishness on the cement board. This centred on | Cher 


Siam City Cement, which was quite.actively sought 





after, helping to boost the entire sector. Generally, | oh 


conditions do not warrant an upturn in the market $ 


and scarce money continues to take its toll on busi- 
ness. Avefage daily turnover was Baht 61.95 million 
(US$2.7 million). The Book Club Index closed at 
120.64, up 0.12 of a point. 


MANILA: weak metals prices were joined as a 


bearish factor by the forced closure of the nickel and - 










S] Atias ind. 
| BankotE.A 22.50 
Cheung Kong 9.45 
China Light 13.20 
Conc 1S 


copper facilities of Marinduque, which was untraded {° 








throughout the period. With gains in Atlas more than. E 


neutralised by losses in Lepanto and Philex, the min- 
ing index was off 16.04 points. Positioning in select: 


oil issues, particularly Oriental and Philodrill, sup- nc 
ported the oil index. Philippine Long-Distance Tele- . 


phone held steady, while San Miguel posted gains, 


helping to carry the commercial-industrial index up. T: 
by 2.51 points. Turnover contracted to 115 million | 


shares worth P 10.1 million pue desir 
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f lmi at your ane as does the Asia nine 


a 1984 Yearbook, celebrating its 25th anniver- 
bigger and more comprehensive than ever be- 
tching the rapid pace of Asian development, we 
one into greater detail, with deeper insight, to pro- 
a book that anyone who has any dealings with Asia 


by-Cc Analysis 

3 ntry i is discussed with up-to-date reviews of its 

and Social Affairs, Foreign Relations, Economy 

nfrastructure. The Yearbook gives you localised, 

id information on everything from market poten- 
‘population trends to foreign aid involvements 

cial and cultural landmarks. Each section has 
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also been supplied with a set of vital statistióe 










against a master questionnaire provided by Yearbt 90H 
experts. 

How We Did it pn | q 
Published by the Far Eastern Économie Review, the WW 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from. every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra. 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research - 
staff contribute (as they have regularly for 25 years) to - 
keep the Asia Yearbook pertinent. To give you Asia 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. | 
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LETTER FROM 





W: Indian frogs continue to hop 
onto Western dinner plates, the 
croakings of India’s environmentalists, 
farmers and wildlife lovers show no signs 
of abating. 

In this latest balance-of-nature vs 
balance-of-payments contest — in fact 
frog-legs exports annually contribute a 
mere US$1.2 million to the country’s 
foreign exchange — the two sides appear 
to be locked in a stalemate. Indian 
ecologists, wielding a study by British 
scientist David Whiting, went to battle 
with the Commerce Ministry. Whiting 
claims that there has been an increased 
threat to crops — especially paddy — 
from pests normally the diet of frogs. 
The majority of farmers surveyed be- 
lieve that crop losses had markedly in- 
creased with the growing incidence of 
frog-killing. 

The ministry responded with a 
counter-thrust that there 
was “no conclusive evi- 
dence” that the removal of 
frogs from their natural 
habitat causes environ- 
mental disturbance. It 
added that export quotas 
had already been reduced. 
And local frog-catchers 
responded with a protest 
march demanding the 
right to carry on their 
trade. Reports said the 
march was “led by frogs” 
but did not explain how. 
Perhaps they were frog- 
marched? 

This demonstration, in 
the southern Indian city of 
Trivandrum, did little in 
the way of enhancing the 
pro-frog-catching lobby’s 
image with the public: 
quite the reverse, it 
further highlighted the 
plight of the frog and gave 
the frog-lovers something 
more to shout about. 

Indiscriminate trapping 
of the country’s two most 
common species — rana tigrina and rana 
hexadactyla — also is greatly disturbing 
amphibian lovers. And, though there is 


little evidence to support any claim that 


these creatures are about to leap onto 
the endangered species list, the Wild 
Life Board of India is taking their plight 
very seriously. At a recent meeting of 
the board, members called for a blanket 
ban on the killing of Indian frogs for 
export. 

Disturbing ecological trends were re- 
vealed in a field study produced by the 
Bombay Natural History Society, and 
leading Indian conservationists have 
petitioned the government to outlaw 
frog catching. 

These pleas, however, barely caused a 


ripple. And the Commerce Ministry 
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showed similar indifference to a com- 
promise put forward by the Environ- 
mental Department for the promotion of 
frog farming — meeting frog-legs ex- 
port demand with cultured frogs. A 
further call to moderate the slaughter 
came from the Indian Council of Ag- 
riculture Research (ICAR), which 
suggested a closed-season on frogs be- 
tween May and August — the peak 
breeding period. ICAR indicates a more 
pronounced threat to crops during these 
months. 

Further ammunition for the save-the- 
frogs argument came from Australian 
researcher Michael Tyler — an eminent 
authority on frogs and frog behaviour. 
He has discovered that certain abnor- 
malities in frogs can be traced to certain 
water pollutants, often as far back as the 
tadpole stage. But what Tyler adds to the 
conservationists' cause is this: frogs can 
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cutta, Hyderabad and Cochin. In these 
areas, where unemployment is high, the 
jobless youth need little encourage- 
ment to catch frogs which bring such a 
spectacularly high price in the West. But 
it is not only the extent of the slaughter 
that is disturbing the conservationists, it 
is the method of killing. And this is what 
gives their cause its emotional appeal. 

The normal practice of trappers is to 
kill frogs on capture, sever the hind legs 
and despatch them to the processing 
plant. At times, however, legs are re- 
moved in a more violent 
fashion — the frog is chop- 
ped in two across the torso 
while it is still alive. 
Ecologists ask why these 
creatures should endure 
such a lingering, agonising 
death merely to satisfy the 
gastronomic tastes of 
other cultures. 

Western Europe and 
the United States are the 
largest outlets for Indian 
frog-legs, though of late 
Canada, Saudi Arabia, 
the United Arab Emirates 
and Japan are growing 
market-places. In 1981, 
Mauritius imported some 
US$75,000 worth. The 
biggest single importer is 
the Netherlands — in 1980 
it took US$1.92 million 
worth; in 1981, 1,700 ton- 
nes of frog-legs (valued at 
US$4.53 million) were 
shipped to Rotterdam. 
US-bound frogs have been 
steadily increasing also, to 
reach | US$3.9 million 


serve as a highly sensitive early-warning | worth in 1981. In the US 1. kg. of frozen 


system. 


and clearance, mining wastes, pes- 
ticides and weed-control measures 
have been found to exert an adverse ef- 
fect on the healthy growth of frog 
species. According to Tyler, natural ab- 
normalities in a frog normally vary be- 
tween 0.5-12% and a percentage beyond 
this is a certain indication of aquatic con- 
tamination. “One day it may be possible 
to suggest the nature of pollutants in an 
area just from the examination of abnor- 
mal frogs,” Tyler says. “But what we 
lack is sufficient data to exploit this uni- 
que environmental monitoring system.” 
The biggest hunting grounds for In- 
dian frogs are the areas surrounding Cal- 


Indian frog-legs fetches US$3. 

In sharp contrast, exports to Britain 
and Belgium have slumped dramati- 
cally. Some 32 tonnes of frozen frog-legs 
went to Britain in 1980; this figure was 
reduced to 3 tonnes in 1981. 

And — perhaps significantly — there 
is no section of Indian society which in- 
dulges in this delicacy. Ancient Indian 
belief regards the frog as a herald of 
abundant rain and fertility — a point not 
made by the conservationists, but one 
which seems to be endorsed by the farm- 
ers’ fears. The threat to land and crops 
(and, by extension, to animals) from an 
increased insect population would deal a 
very harsh blow indeed to the country’s 
agriculture. — RADHAKRISHNA RAO 
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A study in excellence 


Noblia. An extraordinary new quartz timepiece. 
Outside, the slim, slim case and band crafted in Europe in 
the greatest of European traditional designs. 

Inside the men's models, Citizens exclusive new technological triumph 
the COSMO SENSOR. It creates the world's slimmest watch movement 
among super-accurate quartz watches (within +20 seconds per year 
with a date display. And inside the elegant cases of the ladies’ models, 
Citizen puts one of the tiniest watch movements in the world. 

The ultimate answer in watches. Only by Citizen. 
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The Year. 


“This Year’s winner could have won several of our 
other awards along with the top honors. 

“SAS could have won our Passenger Service Award 
for its many innovations and quality service. 

“It could have won our Financial Management Award. 

“For years of outstanding technical management we 
could have given SAS our Technical Management 
Award. 

“Finally, a good argument could be put up for giving 
SAS our Market Development Award. 

“But rather than give all of these awards to one airline 
the same year, we simply awarded SAS with our top 
honors? 

Thank you, thank you, thank you, Air Transport World. 
We're blushing all over, here at SAS. 


VIAS 


The Businessman’ Airline 
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Well-connected 


Common wisdom had it that, to 
succeed in business, one needed only 
good connections at the right bank. 


Today, it is the bank that needs 
to have those connections; instant 
access to resources and information 
that will enable it to act decisively on 
behalf of its clients. And to do so 
anywhere in the world, not just in that 
bank’s sphere of influence. 


HongkongBank today, in 
addition to being the most experienced 


banking group in the Asia Pacific 
region, is one of the largest financial 
organisations in the world. And our 
1000 offices in more than 50 countries 
are all connected by satellite, thus 
adding critical speed to our global 
reach. 


This can make the difference in a 
world where a businessman and his 
bank have to be on the same 
wavelength, no matter where they are. 


Talk to us today. Anywhere. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited + Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1982 
EXCEED US$58 BILLION. 
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When a compan calls Dae-oo, 
there are 70,000 reasons ‘vhy. 
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Get to know the people at 
Daewoo, and you'll see 
the reasons more and 
more companies are calling the 
company few had even heard of. 


You'll see the exceptional dedication and energy 
that's brought Daewoo over $3 billion in sales 
in just 16 years. 


You'll also discover the talent and innovation that 
have allowed us to expand into dozens of 
new fields, making Daewoo one of 
the largest, most diverse 
multinational companies in the 
world. From shipbuilding to 
textiles, our global operations are 
growing more successful each year. 





And you'll find insight and 
foresight, two more reasons our 
well-trained people have been able to 
earn and keep the trust of an impressive 
list of prominent companies. The kind 
that demand a lot from their partners. 


The fact is, people are Daewoo's greatest resource. 
So the next time you need good partners, no matter 
what your project or problem, look for good people. 


There are 70,000 of them at Daewoo. 
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Weak gather strength 
I feel your photograph of a Bangladeshi beg- | 
gar woman [Cover story, REVIEW, 5 Jan.] 


positive profiles. Woman's weak position 
in a traditional agrarian society has been 
recognised by all governments in 
Bangladesh since 1971, and positive steps 
have been taken to deal with the situation: 

» Bangladesh was the first Asian country 
to appoint a minister for women's affairs. 

» There is a 10% employment quota re- 
served fer women in all government de- 
partments, and in several ministries this 
quota has been exceeded by a large mar- 
gin. 

» Women are given preference over men 
as primary-school teachers. 

» Qualified professional women are 
found in bank management and piloting 
aircraft, as government officers, univer- 
sity professors, diplomats, artists, doc- 
tors, TV newscasters, writers, teachers 
and in business. The first secretary of the 
Bangladesh High Commission in Kuala 
Lumpur is à woman. | 

» Tensof thousands of girls go to colleges 
and universities all over the country and, 

despite the problems encountered by any 
woman competing in a largely male world, 
there are numerous examples of success- 
ful Bangladeshi women, known both na- 
tionally and internationally. 

In all my years of work in Bangladesh 1 
found some male chauvinism but no op- 
position to the rights of girls and women. 
Despite the low level of economic deve- 
lopment, which limits | opportunities, 
Bangladeshi women have progressed 
rapidly since 1971. There is still along way 
to go but let us recognise the achievements 
made and look forward positively to the 









ever-greater participation of women in all. 


spheres of life in Bangladesh. 
Ampang, Malaysia ELLEN SATTAR 


Peking and pollution 


On his recent visit to the United States, 

Chinese Premier Zhao Ziyang repeatedly 
asserted that Taiwan is the *basic obsta- 
cle" to better relations between Peking 
and the US. A more accurate assessment 
would be that Peking itself is the obstacle. 
When the communist regime first decided 
to practise a new open-door policy which 
brought it into contact with capitalist 
modes of thought and behaviour, it 
reacted with shock to the “spiritual pollu- 
tion" that resulted. One can only wonder 
what was expected. Could it not be this 
prejudice, this feeling that everything 
non-communist is "pollution" that consti- 
tutes a basic obstacle to a greater opening 
to the West? 

Twists and turns in Peking's statements 
and policies are so frequent and so radical 
that it is anyone's guess what they will say 
next. It was not long ago that the Chinese 
leaders claimed that the Taiwan question 

vait 100 years” i 
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I have been following with inte st t 
views (both pro and con) with regard 
the situation of mi in! 
is true that off. 
ernment adopt: 
as a "meriti 
philosophy, 
and fair treatm 
favour or speciali 
lar community, T 
and capability w 
mobility. 

In practice, howeve r. this is never the. 
case. The values and principles governing 
this meritocratic philosophy are decided 
by the majority —in thiscase, the Chinese. 
Their materialistic and secular-based: 
values are dissimilar to the moralistic, 
spiritual attitude to life of the Malays. Sec-. 
ondly, since prejudices still exist in Singa- © 
pore, in a normal selection board meeting. 
to choose prospective candidates for vari- 
ous government and private institutions 
pore, in a normal selection-board meeting 
Malay in composition, will choose a non- 
Malay if there are candidates of equal 
merit. 

The extent of discrimination in Singa- 
pore is far more serious than is usually 
realised, The Malays, the original inhabit- 
ants of the country, are being depriv di 
economically, politically and psycholog 

cally — of their cina in : 
to the casual ob 5 
tics. To-start wi 
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f the more SIBRIR CAE minority, the 
Malays, who total 15% of the population. 
` The Malay language, accepted in the 
Singapore Constitution as the “national 
language," is not being encouraged, let 
alone officially practised, and even history 
textbooks now include an element of un- 
certainty and ambiguity with regard to the 
original inhabitants of the republic. Non- 
Malays look upon the Malays as second- 
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Singapore MELAY U SINGAPURA' 





Cheng Tim Pin [Letters, REVIEW, 29 Dec. 
'83] says that Singaporeans have and will 
reject a party based on racial lines. What 
he really means is that Singapore’s 
Chinese majority will reject such a party 
as it will not be to their advantage to have 
such parties. However, there is a simple 
solution to avoid such rejection: that is, to 
do away with the present division of Singa- 
pore into electoral constituencies as this is 
not necessary for a small city-state like 
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class citizens, tori ng it i is they who are | Singapore where all policies, rules and 
tf ligrants. regulations are the same throughout the | 
country and administered in the same 
manner irrespective of constituencies. 
Instead we should have representation 
along the number of votes obtained for the 
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TRANSPORTATION ECONOMIST 


The World Bank, a leading international institution 
in the field of economic development, offers a 
challenging employment opportunity for a qualified 
person, with fluent Mandarin and with substantial 
experience in major aspects of transportation 
economics, to work at its headquarters in Washington, 
D.C. The Transportation Economist's functions are: 

(1) project appraisal, including economic evaluation 

of project alternatives, to ascertain that projects 
| proposed for Bank financing will assist 
borrowers in an economic way; 

2) „transport sector surveys, including wide-ranging 

m ws of national transport requirements as 

E ' well as of the management, planning, and 
Yl inistrative arrangements for development of 
Bonos infrastructures, services, and human 
resources; and iB : 
| ep idies, a preparation of terms of 
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cuf Should have a bet graduate university 
i economics or an equivalent degree with 
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transport policies and regulations; corporate tack. 4 
management, finance, and planning. At least ten - Commander-in-chief 
years' experience, preferably in a management Bangkok Armée Nationale Sihanoukiste 
position, and interest in practical problem solving, 
| ERE | in theoretical work, are required. Excellent 
P command of English is essential, in addition to fluency Literal meaning 


In his pond on the Kashmir situation, A 


in Mandarin. Candidates must be willing to undertake 
frequ € Dec. 83), 


uent international travel. The World Bank offers a 
competitive salary and benefits package. When — 
replying; please quote Reference No. 4-2- HKG-0201. 
pue should be submitted to: 


The World Bank 
Staffing Division 
— 1818 H Street, N.W. 
a necs ide D. C 20433 
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As bright patches appear in the recently gloomy 
shipping scene, Peking embarks on a major pro- 
gramme to double its merchant fleet by 1990. The 
brighter prospects also are having an effect on 
the hard-pressed tanker market and have 
changed the pattern of trans-Pacific container 
trade. But there are continuing problems in liner 
shipping. Meanwhile, some age-old problems are 
still around — piracy in the Straits of Malacca and 
mystery disappearances in the South China Sea. 
Among Asia’s ports, Singapore prospers, but the 


spectre of 1997 casts a dark shadow over Hong- 





Page 10 
The death of the next in line to 
Malaysia's throne causes a flurry 
just as voting for the post is about 
to begin. 


Page 11 
Violent crime brings a new worry to 
Hongkong's hard-pressed people. 


Pages 12-14 

China eases its clampdown on cri- 
minals a little — and appears to 
have cut back on the campaign 
against spiritual pollution. 


Pages 20-22 

The Cambodian leadership faces 
political problems as well as mili- 
tary ones. 


Pages 24-26 

Violence flares in many states of 
India — and tiny Sikkim may be the 
next place to face problems. 
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Page 30 
There are hard words but a soft 
line from non-aligned information 
ministers meeting in Jakarta. 
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Life under communism has not 
much altered traditional chauvin- 
istic Confucian attitudes to women 
in Vietnam. 
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The Asian De- 
velopment Bank 
takes a new direc- 
tion with a move 
into a private ven- 
ture-capital com- 
pany in South Korea. 
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Despite their closer political re- 
lationship, Japan and South Korea 
are not drawing together economi- 
cally. 
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Page 68 
China tackles major problems in a 
bid to make Hainan island a key 
rubber-growing area. 


Page 70 

India bans exports of a popular tea 
variety to protect local drinkers 
from price rises. 


Page 76 
Singapore’s super-sophisticated 
All-Shares Index does not find 
much favour with local market- 
watchers. 


Page 78 t 

American banks join Japan’s 
charmed circle of government- 
bond underwriters. 
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Britain's Cable and Wireless gets a 
new connection to China through 
Hongkong Telephone. 
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[  Hawke to ditcuss Korea 
_ with Chinese officials 


. Australian Prime Minister Bob 
— Hawke said in Seoul that he 
| would discuss rising tensions 
: on the Korean peninsula dur- 
ing his talks with Chinese offi- 
cials in Peking. At the end of 
his 4-7 February state visit to 
- South Korea, he said Canberra 
in principle supported Seoul's 
. proposal to Pyongyang for di- 
. rect North-South negotiations, 
iz which in time might also in- 
- clude other powers. 
X Hawke assured South Ko- 
t rean President Chun Doo 
. Hwan that Australia will not 
resume diplomatic. relations 
with North Korea “until it 
shows it is prepared to abide by 
internationally accepted stan- 
 dards of behaviour," an appa- 
rent reference to the October 
.1983 bombing in Rangoon by 
North Korean commandos 
which left 17 South Koreans 
— dead. 
Earlier, in Tokyo, Hawke 
. called on the Japanese Govern- 
s: ment to help promote global 
i: disarmament, support a new 
- round of multilateral trade 
negotiations and to increase 
gmports of Australian beef. 


— SHIM JAE HOON and 
MIKE THARP 


Sihanouk says 
js at tuming pot ©) 


— Prince Norodom  Sihdnouk, 
resident of the Democratic 
E mpuchea coalition, said at a 
ress conference in Kuala 
Denier that a “turning point” 
had been reached in the war 
| against Vietnamese occupying 
forces i in Cambodia. The Viet- 
namese had failed to launch 
their  dry-season | offensive 
against coalition bases on the 
. Thai-Cambodian border be- 
- cause all available troops were 
J. needed to counter harassment 
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side Cambodia, he said (page 
122); — K. DAS 


. Kidnapped Indian 

. diplomat found dead 
Indian diplomat Ravindra 
Mhatre was found dead near 
Birmingham, England, after 
. he was kidnapped by a group 
— calling themselves the 
= “Kashmir Liberation Army," 
— believed to be a breakaway fac- 
tion from a group that has 
f ach noon Pakistani- and 


_ by coalition guerillas deep in-. 
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Indian-held sections of 
Kashmir. | 
The killing is certain to have 
an effect on the internal politi- 
cal situation in Jammu and 
Kashmir state (page 24) and 
may also affect already cool 
Indo-Pakistani relations, as 
India has hinted at outside in- 
fluences in north Indian seces- 
sionist movements. 
— MOHAN RAM 


Ustinov: a contender. 





Cancellation of visit 

surprises New Delhi 

The visit of Soviet Defence 
Minister Dmitri Ustinov was 
postponed barely 24 hours be- 
fore he was to arrive in New 
Delhi. The postponement — 
not even known to the Indian 
ambassador in Moscow — is 
linked by diplomats to domes- 
tic developments in the Soviet 
Union. Ustinov is considered à 
contender for positions held by 
President Yuri Andropov, who 
reportedly is ill. — MOHAN RAM 


Nakasone aims to solve 

trade problems with US 

Japanese . Prime Minister 
Yasuhiro Nakasone and 
Foreign Minister Shintaro Abe 
agreed on 3 February to make 
all-out efforts to solve several 
outstanding trade issues with 
the United States Govern- 
ment. The pledge will help Ja- 
panese bureaucrats reach some 
accommodation with domestic 
lobbies opposed to further 
market liberalisation in Japan, 
but the commitment 
reached after Abe's return 
from a visit to Washington 
(REVIEW, 9 February) — 1s un- 
likely to forestall continued 
complaints by US officials 
about Japanese trading policies 
and practices. 
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BUSINESS 


Nissan signs British 

plant agreement, at last 
After three years of negotia- 
tions, Nissan Motor Co. of 
Japan and the British Govern- 
ment signed an agreement to 
build a car plant in Britain. The 
plant, to be located on an un- 
disclosed 800-acre site, will 
start with knockdown assembly 
of 24,000 units a year beginning 
in 1986, and will employ some 
500 workers. By 1987, Nissan 
will decide whether to proceed 
with a second stage which 
would produce 100,000 vehi- 
cles a year and require about 
2,700 workers. 

By 1991 the Japanese com- 
pany expects to achieve a level 
of 80% local content for parts 
and equipment in the vehicles. 
The British Government will 
provide some £35 million 
(US$49.2 million) — or about 
1096 of the total cost — in fi- 
nancial aid. The plant is a 
major part of Nissan's inter- 
nationalisation strategy, but 
managerial disputes in the 
company,  foreign-exchange 
fluctuations and labour prob- 
lems in both Britain and Japan 
delayed completion of the 
agreement. 

— KAZUMI MIYAZAWA 


Philippine Airlines 

loses P700 million 

The net loss of Philippine Air- 
lines (PAL) widened to 
roughly P700 million (US$50 
million) i in 1983 from P233 mil- 
lion in 1982. This marked the 
fourth consecutive year PAL 
has been in the red. Although 
officially listed as a private car- 
rier, the airline is owned by the 
Government Service Insurance 
System and state-owned Na- 
tional Development Co. PAL 
blamed the deterioration in its 
operating results on the com- 
bined impact of the country's 
foreign-exchange crisis and a 
tourist-traffic slowdown, par- 
ticularly following the political 
turmoil that resulted from the 


assassination in August 1983 of 


leader Benigno 
— LEO GONZAGA 


opposition 
Aquino. 


Hongkong man faces US 
illegal exports charge 
Hongkong businessman Tong 
Man-chung has been arrested 
by United States Customs Ser- 
vice and Department of Com- 
merce investigators on charges 









of conspiring to export advanc- 
ed electronics. equipment to 
Hongkong and China illegally. 
The equipment is alleged to in- 
clude cathode-ray tubes manu- 
factured in California which 
Tong exported via Canada in 
order to evade US export re- 
trictions. Tong had claimed to 
have unlimited funds from 
China to purchase high 
technology, a government in- 
formant. said in a complaint 
filed on 27 January. 

The components were said 
to have both civilian and mili- 
tary uses. This is the first 
known arrest involving exports 
after Washington agreed in 
November 1983 to relax re- 
strictions on exports of high 
technology to China. 

— TERESA M 


Nomura leads Security 
Pacific notes syndicate 
Security Pacific Corp. said its 
wholly owned subsidiary, 
Security Pacific Overseas Fi- 
nance, sold  US$75 mil- 
lion in 11.625% guaranteed 
notes through a syndicate of 
underwriters led by Nomura 
Securities Co. of Japan. The 
group consists solely of Asian 
and Middle Eastern financial 
institutions, including ones 
from Hongkong, Singapore, 
Thailand, South Korea, Japan, 
Kuwait, Bahrain, Saudi Arabia 
and Abu Dhabi. 

The notes, maturing in 1989, 
are expected to be listed on the 
Singapore and London stock 
exchanges. Security Pacific of- 
ficials said the transaction was 
part of its strategy to m 
participation in the develo 
ment of Asian capital markets. 

" — MIKE THARP 


india asks China for 
favoured trade status 
India has asked China to ex- 
tend most-favoured-nation 
status to make Indian exports 
— now facing stiff tariff rates 
— competitive. India already 
extends such treatment to 
Chinese products. It also has 
been suggested that the two 
countries reach an understand- 
ing on sharing of cargoes, as 
third-country flags are taking 
advantage of their growing 
trade. From Rs 25 million 
(US$2.6 million) in 1977-78, 
the countries’ two-way trade 
has risen to Rs 1 billion in 1982- 
83. Both sides have said they 
are keen on exp enun d c 
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Business turns to Tokai Bank for direction. 


And they get it. 


Business looks to Tokai Bank for more than just a place to 
safely keep money. 

They seek out the wisdom Tokai’s over 100 years of 
experience brings to light. 

They turn to the global perspective and up-to-the-minute 
analyses provided by Tokai's worldwide network. 

And they look to the strength and leadership that has made 
Tokai one of the largest banks in the world. 

In short, they think of Tokai Bank as a concerned 
international business partner, with answers that make sound 


financial sense. 
Tokai Bank—a solid bank with a solid direction. TOKAI BANK 





Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel.: 052-211-1111 International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Tokyo, Japan Tel.: 03-242-2111 
Overseas Network: (Branches & Agency) New York, Los Angeles, Chicago, London, Frankfurt, Singapore, Hong Kong & Seoul; (Representative Offices) Toronto, Houston, Mexico City 
Sao Paulo, Madrid, Paris, Zurich, Tehran, Bangkok, Kuala Lumpur, Manila, Jakarta, Beijing & Sydney; (Subsidiaries) Tokai Bank of California, Tokai Bank Nederland N.V., Tokai Asia Limited 
Tokai International Ltd.; (Affiliates & Associates) London, Bangkok, Hong Kong & Sydney. 
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| 
Be sure they all 
get the picture 
with General Electric (U.S.A.)* 


Professional Large Screen 
Video Projection 


With General Electric's (U.S.A) exclusive system for bright, 
sharp, professional-quality pictures, up to 25 feet wide, 
General Electric (U.S.A) Professional Large Screen Video 
Projectors are making presentations more dramatic, more 
productive, and more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (U.S.A.) 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric (U.S.A) projectors 
are being used in a great variety of applications, including 
both rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 

Education: Medical, dental, engineering, computer science 
instruction. SELL-OUT CROWDS at Fiske Planetarium, Boulder, watched live 
Business: Sales meetings, industrial training, product NASA transmission presented by General Electric (U.S.A.) projector. 
presentations, real-time display of computer-generated data, 
teleconferences. 

Aerospace and Defense: Situation displays, simulator 
training. 

Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 


Call or write: General Electric Company, (U.S.A.) Projection 
Display Products Operation, Electronics Park 6-206, 
Syracuse, NY 13221 U.S.A. Phone: (315) 456-2152. 


TWX 710-541-0498 








ENGINEERING INSTRUCTION displayed by General Electric MINUTE DETAIL ENLARGED by General Electric (U.S.A.) projector 
(U.S.A) projector in 820-seat auditorium at University of Cincinnati. for 150-student classes at Upstate Medical Center, Syracuse. 


GENERAL ELECTRIC 


*Not connected with the English company of a similar name. U.S.A. 
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l'Zenko Suzuki? Miyazawa has: even 
| cancelled overseas speaking _ 
invitations to concentrate on 
lobbying for the LDP presidency. 


GAS MARKET 
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tick "ind sold Pertamina is eagerly awaiting a an 100 officers. | 
al flats for around | decision by the Taiwan Power Co. 
28.2 mi Hion) to. | to import Indonesian liquefied —— 
0 natural gas (LNG). One early plan 
called for an initial Taiwan purchase 
of 600,000 tonnes of LNG a year, 
starting in 1991, to be used as city 
gas, not for electric power. = 
generation. Indonesia will not need 
i to build an additional liquefaction. 
| facility to supply this amount. How 
the ENG will be shipped to Taiwan 
is believed to be one of the 
remaining issues. 


HOUSE CALLS © 


-| Thai supreme commander Gen. 
Arthit Kamlang-ek, on a private 
visit to. the United States, was so 

concerned with rumours he heard 
from home that he telephoned 
| Bangkok to speak personally to 
Prime Minister Prem Tinsulanond 
| and assure him of the army's 
$ Bap in his experience, the nine- support. What so disturbed Arthit 

| MP.is working vigorously to — | was the rumour that the army was 

s i backing | in the party and | behind — or at least had given its 

tion, that of ex- | backing toa mock mG con ener | 


ea on 13 Fel 
their support for his coaliti 
government. Initially the 
sparked considerable sp 
but the very si i E 
presence of a larg 
officers known to be 
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Postage stamps have become an 3 
important form of saving and . 
speculation in C hina. 
Commemorative issue 
1980 “Year of the Monkey” 
still available at face value P 
now cost up to 50% more. Kno 
collector: S standing around outside 
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ve appointment. To offset - 


BINNEN EE EE e aa ad 
^ A 


i 
| 
| 
| 
| 
ensify his campaigning 
| C 
i 
| 
i 
i 
| 





of Lin i Biao. pue ate MM "nce 
minister. 





Korea in November wi 
turned to Japan, it w 


| exploded at a TV station in Punjab in ree 
by suspected Sikh extremists, the Press Trust 
of india said. Atleast 300 people: nared 
in demonstrations im Assam durin Yi 
Prime Minister Indira Gandhi (3 } 
| government banned the carrying of 
in. Amritsar (5 Feb.). An Indian dip 
whose kidnapping was claimed bya Kb 
| separatist group was. found dead. in central 
atsin | England (6 Feb.). P 


7 AFGHANISTAN p | 
| — Government troops killed 50 rebels & in the | 
Poi ‘Balkh and Hérat regions. the Soviet = 
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« DES ts, including a guerilla chief- 
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lowers of the Com 
pines and its armed w it 
Army. surrendered to 
Philippine News Agency si 
trial of three Roman Ci 
lay church workers accu: 
journed (7 Feb. Y. | 


ee troops. 





| JAPAN : 

| Rallies were held. throughout the country to 
demand the return of the four Kurile islands | 
.| north of Japan which Japan claims but have 
been occupied by the Soviet Union since the | 


end of World War Ih (7 Feb. Me 


SOUTH KOREA 
. Australian Prime M 
E rived onan official vis 






MALAYSIA PE | 
Raja Tun Azlan Shah: was Stoclsimed the | 






dM Feb. i 


| INDIA 
"Arson, stone throwing and ráilveiy block- 
. ades were reported in. Bombay during a 24- 
"hour general strike called in support of farm 
demanding higher compensation for state. 





journalist was stabbed and’ a grenade 





nment takeover of their land (31 Jan. ye 





of the Democratic Kampuchea coalition, 
arrived (5 Feb.). The sultans met in closed 


.conference to prepare for the election of a 


new king (7 Feb.). 


NORTH KOREA. 


Three of five crewmen froma Japanese. 
cargo vessel which. was detained in North 


| new Sultan of Perak, succeeding Idris Shah | 
i who died of a heart attack at the age of 59 (3 | 
Feb). Prince Norodom Sihanouk, president | 


i 
| 
i 
dinand Marcos. 
| 
| 
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| said (6 Feb.) 


THAILAND 


A hundred senior military officers went to 





Prime Minister Prem Tinsulanond s res 
to give moral support to him following a n 
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no-confidence vote by the opposition Chart 
Thai party (3 Feb.). 
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. By K. Das 

Kuala Kangsar, Perak: The end of 
the colourful life of 59-year-old Sultan 
Idris Shah of Perak was marked in this 
royal capital, 50 kms from the state capital 
of Ipoh, in the shade of the spectacular 
Ubudiah Mosque. At the royal mauso- 
. leum, the ruler, who had twice refused the 
.. federal throne of Malaysia, was laid to rest 
| under the eyes of his successor, the just- 
. appointed Sultan Azlan Shah, after 180 
.. pall-bearers had carried the royal casket in 
relays from the nearby palace to the sound 
of a 59-gun salute. 

The thousands of mourners included 
sultans and princes from the other eight 
. royal states, the governors from the non- 

royal states and diplomats. The funeral 
- was shown on national TV and the govern- 
. ment declared a national day of mourning, 
. while all TV and radio entertainment 
_ programmes were cancelled for three 
.. days. 
= The sultan, who died suddenly from a 
. heart attack on 31 January, would have 
. appreciated the irony of what his death 
. implied for the political future of the coun- 
dry. Not long before he died he had de- 
- cided to accept an elective five-year term 
as Yang di-Pertuan Agung or king for 
. which he was the most eligible of the nine 
. sultans because he was the senior of 
the two sultans whose states have not yet 
_ provided the king. But both he and the 
. second most eligible, Sultan Mahmood Is- 
. kandar of Johor,..were regarded as 
. mavericks who might have upset the deli- 
. cate parliamentary monarchic system with 
. their very individualistic characters. The 
. government's attempt to amend the con- 
. Stitution to curb the powers of the throne, 
Which led to a constitutional crisis towards 
_ the end of 1983, was very much influenced 
A d.e 
by the personalities of the two men. But 
. now, with Azlan Shah on the state throne 
and eligible to become agung, the federal 
. government's objections have lost a lot of 
. weight. 
= The untimely death of Idris turned 
. the situation into a dramatic confrontation 

between the two very contrasting men 
and made the choice between them far 
. more critical than the other sultans or the 
. government had dreamed a week before. 
. By tradition, as the senior, the Sultan 
of Johor entered the race as the log- 
. ical favourite and the most likely to be of- 
_ fered the throne first. 

. But there was a rising tide of opinion to 

favour the new Sultan of Perak as a man 
. who would calm the recent tension be- 
. tween the traditional rulers and the 
. elected government. As well as the possi- 
. bility that the throne could be offered to 
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| The succession drama changes course as the leading candidate dies 


Final twist of fate 


Johor and politely rejected, there were 
two other alternatives: the sultans could 
decide simply to deviate slightly from 
tradition and offer it to Perak without ex- 
planation, or they could decide — as pro- 
vided in the constitution — to declare 
Johor unsuitable to be national ruler. 

In that case, Azlan Shah if he became 
king, would in terms of education and 
personal achievement, be one of the 
world's most distinguished monarchs. He 
read law at Lincoln's Inn in London and 
was the youngest judge in the Common- 
wealth in 1965 at the age of 37. In 1982, he 
became the lord president of the courts of 
Malaysia. 

One of his outstanding legal cases was 
the 1976 conviction and sentence to two 
years’ jail of influential former Selangor 
chief minister Datuk Harun Idris for cor- 
ruption. An old friend of the accused man, 
who was considered at one time a strong 
contender for the post of prime minister, 
Azlan Shah showed his judicial impartial- 
ity by handing down the judgment — 
while at the same time openly weeping. 


Last year he suddenly became the heir 


to the throne of Perak on the unexpected 
death of the heir-apparent. His appoint- 
ment as heir-apparent last July was a 
surprise to many. In the complex succes- 
sion system of Perak, he bypassed a senior 
prince, the Raja Di-Hilir, who had prece- 
dence over him. In Perak three royal 
houses take turns to provide rulers. /De- 
spite this, in the distant past, every succes- 
sion had threatened civil war, as there 
were several claimants to the throne. 

It was only in the latter part of the last 
century that the royal houses began to 








stick to a formula of rotating the sultanate 
among three contending families. Azlan 
Shah's father, Sultan Yussuf Izzuddin 
Shah, was the sultan who immediately 
preceded Idris Shah. Yussuf himself was 
preceded by Sultan Abdul Aziz, whose 
son Raja Musa was the heir-apparent until 
his death. But the Perak system does not 
mean automatic succession to any of the 
positions. Even Azlan Shah, though 
named heir-apparent last year, had to wait 
until the State Council met and pro- 
nounced him sultan on 3 February. 

This is not a mere formality, and the ~ 
was speculation that the council, which 
cludes 12 territorial chiefs and the royai 
clansmen, might choose any one of the six 
in line, as they had bypassed the senior 
heir-apparent and appointed Azlan Shah 
last year when he was only the Raja Kecil 
Besar or “the senior of the minor princes." 


[' he were to become king, he would not 
only fit very well the image of a constitu- 
tional monarch the government of Prime 
Minister Datuk Seri Mahathir Mohamad 
would like to see, but he would bring a 
completely new background to the role. 
Almost by definition, the traditional rul- 
ers have been colourful figures who 
looked upon their states as private fief- 
doms. 

Azlan Shah, steeped in British constitu- 
tional tradition, and more at home in the 
courts of law than any royal court, would 
bring to the throne unfamiliar notions of 
constitutional rectitude. It was the failure 
to accept the norms of a constitution 
monarchy by some rulers that caused t 
crisis last year. More than one ruler felt 












that he had the right to challenge the ac- 
tios of the elected governments of the 
states, as well as the federal government, 
and refuse to give his assent to laws pass- 
ed by state assemblies or by the national 
parliament. 

Azlan Shah also differs from other rul- 
ers in that he did not grow up in a royal 
palace, but with a commoner stepfather. 
His contact with non-aristocrats from 

childhood days means he has more than a 
patronising or deliberately cultivated 
common touch. 

In the tangled web of coincidence and 
drama which the royal succession has be- 
come, there is an extraordinary echo from 
the past. It was Azlan Shah, then a judge, 
who heard in 1973 a notorious case against 
the man who is now his strongest rival for 
the throne — Mahmood Iskandar. 

At that time the accused man had been 
replaced by his younger brother as heir to 
the Johor sultanate. He was accused on 
four charges of causing hurt. While hear- 
ng the case, Azlan Shah lashed Mahmood 
-Skandar for. conduct he said reminded 


him of "pages torn from some medieval 
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time.” Mahmood Iskandar was fined on 
the charges. He was later reinstated as 
heir after a sudden change of heart by his 
father just before he died. So, as the sul- 
tans gathered to vote for a new king, the 
two leading candidates, Azlan Shah and 
Mahmood Iskandar, are both men who 
only became their own state’s ruler by sud- 
den and unexpected twists of fate. 

In the complex and unique selection 
process, the nine sultans are supposed to 
take it in turns to become king. Since 
Malaysia became. independent, only 
Perak and Johor have not had a turn. 
Another consideration is supposed to be 
the sultan’s seniority — how long he has 
been on the throne — in which case Johor 
has the edge. But the controversy sur- 
rounding the Johor ruler has meant in- 
tense political and royal lobbying to en- 


_ sure a more moderate man on the throne. 


‘he ruler of Negri Sembilan and the de- 


; puty king, Tuanku Ja’afar, was widely tip- 


ped as a possible successor because even 
Idris Shah was regarded as too controver- 
sial a figure. 

So the election result is by no means a 
certainty. The rulers, after last year’s crisis 


. which threatened their future powers, are 


not likely to break ranks easily and vote 
one of their number out of an office he has 
a legitimate right to claim. But they also 
must be conscious of the fact that with a 
man like Azlan Shah, with his vast and 
exact knowledge of the law, their future 
might be more secure if he were on the 
throne in Kuala Lumpur to advise the gov- 
ernment on the constitutional parameters 
it must observe before trying again to limit 
the role of the sultans in Malaysian law- 
making. 

. Last year, he played a major role in per- 
suading the government to change its 
'stance on the constitutional amendments 
which brought the country to crisis. oO 
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A wave of violent crime involving recent immigrants 
from China adds to the territory’s worries about the future 


By Teresa Ma | 
After a year in 
A which the subject of 
«o. Hongkong's long- 
9 term future has 





been on the lips of 
BS everyone in the ter- 
N ritory there was a 
new subject for discussion over the Lunar 
New Year festival: is it safe to go out in the 
streets? 

In a disturbing wave of armed bank and 
jewellery-store robberies, and other vio- 
lence, one civilian bystander, two police- 
men and one security guard were killed in 
street shooting incidents, while five pass- 
ers-by, two policemen and one guard were 
injured. 

The banner headlines heralding the al- 
most daily dramas produced a new tension 
in the city, already shaken by the worst 
riots for 16 years and two days of highly 
visible protest by taxi-drivers over pro- 
posed tax increases (REVIEW, 26 Jan.). 
The most dramatic of the shootings came 
on 31 January, when a 19-year-old girl was 
shot dead as men who had just stolen 
HK$5 million (US$640.000) from the 
Po Sang Bank in Central district en- 
gaged in a running street battle with 
police. 

Although police tried to ease popular 
disquiet by saying that the violence and 
crime wave were part of a usual "seasonal 
surge" just before the festival, when huge 
amounts of money are in circulation in the 
territory, there were still underlying fears 
of a general deterioration of the law-and- 
order situation, seen against the political 
and financial uncertainty caused by 
China's. declared intention to reclaim 
sovereignty in 1997, 

There was also disquiet about the appa- 





rent easy availability of illegal firearms 
and the extent to which recent immigrants 
from across the Chinese border — many 
of whom find it difficult to get jobs — are 
involved in organised crime. 

Of the four men accused of the Po Sang 
Bank raid, two were said to hold identity 
papers with green stamps which mark 
them as having been immigrants for less 
than seven years, while the other two have 
been residents of Hongkong for 10 years, 
according to police information. The 


"police have for sóme years pointed an ac- 


cusing finger dt’fecent immigrants from 
China as a group being largely responsible 
for violent crimes ^ up 6.2% in 1983. But 
the accusation al$ó raises the question of 
whether the Hongkong Government is at 
fault for failing to provide adequate social 
services to help these recent Chinese 1m- 
migrants cope with their new environ- 
ment. Legal immigration from China is 
running at about 27,000 pcople a year. 

A spokesman for a social-work organt- 
sation which conducted an orientation 
programme for recent Chinese immi- 
grants said that some 60-7075 of those the 
organisation contacted were without 
skills. Such unskilled Chinese immigrants 
tend to work on construction sites, in fac- 
tories and restaurants but often not for 
very long because of difficulty in coping 
with work pressure. It is not clear why 
there should be such a difference between 
the work and social attitudes of new im- 
migrants and those of earlier days whose 
willingness to learn skills and work long 
hours has been à major ingredient in 
Hongkong's economic success. 

According to police statistics, recent ar- 
rivals prosecuted for violent crime jumped 
from 41 in 1978 to 1,016 in 1982; in other 
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illegal immigrants from 














83 alone. some 4,816. recent im- 
its were prosecuted, representing 
876 of all charged. Immigrants from 

ainland since 1978, both legal and il- 
tal an estimated' 500,000 or less 
an 10% of Hongkong's official popula- 
m of 5.3 million. Although. the number 
„recent Chinese immigrants engaged in 
linal activities. appears . relatively 
mall, police sources Say their involve- 
hent in armed robberies is very high. But 
f cials success sful | play the numbers 











Nes gii | pH o illegal, are gen- 
ly in the 16-30 age group. If you 
inalyse all crimes committed Py all people 


that age group, there isho evidence to 
yve an illegal immigrant is more likely 
| ommit a crime than the long-term 
Nu Vari b of Police ne 













ed PA the use of firearms than 


added to the confusion. 


ese immigrants get involved in armed 
bberies because they have easy access to 
irms. One source said that China in re- 
ears has become the main source for 
usually smuggled into 
i indi idual travellers or fish- 
ajor round-up of fire- 
4 cluding revolvers and 
the 
: hat most of the weapons had 
e from China, with some dating back 
as the 1940s. 
China there are many guns left over 
m D war and a large number of voung 
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pistols — in mid-1982, 








rm dwellers.” To most listeners _ 


:es in the police say that recent Chi- ` 
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CAPITAL PUNISHMENT ^ 


ported illegal firearms. 
The recent immigrants, especially those 
without jobs, often find themselves. in- 
volved in what are popularly called Big 
Circle gangs, which are grouped on the 
basis of the province of their origin, such 
as the Guangdong Gang consisting of im- 
migrants from Guangdong province to the 
immediate north of Hongkong, the 
Guangxi Gang and the Hunan Gang. 
Membership in these Big Circle gangs is 
strictly limited by the organisers, but they 
are said in recent times to have allowed li- 
mited access to those born in Hongkong. 
The influence of these gangs appears to 
have superseded that of older triad 
societies in Hongkong. according to 
sources. The older generation of ringlead- 
ers of groups such asthe 14K , Sun Yee On 


and Wo Shing Wo are fading away without 
properly handing over power to a younger 
generation it is said. 
the moment, the Hongkong Gov- 
ent is reacting with such measures as 
stiffer regulations for controlling firearms, 
expanding the criminal  intelligence- 
gathering network and deploying more 
police patrol units in a bid to combat 
crime. 

But social workers, worried about the 
type of society which will develop during 


aay 






the next 13 years as British rule is phased . 
out and local people are. expected gradu- 
ally to take over the administration, be- | 


lieve that more effort should be made to 
cure the root causes of crime and violence 
rather than just cope with the symptoms. 

As long ago as 1981, a member of the 
Legislative Council unsuccessfully called 
for a study of the causes of the then alarm- 
ing rise in violence and crime among im- 
migrants, who had swarmed in during the 


1970s at an alarming rate. That inrush of 


people from the mainland has been con- 
tained and the latest figures for 1983, in 
fact, show that there was a net outflow of 
952 people from the territory. 


and South Korea as other origins of im- 



















The government offers leniency 
to criminals who reform, but - 
the death penalty remains 


By David Bonavia 
Peking: Even in China, where e shooting 
criminals is widely held to be necessary 
and right, the generat nk pas acid to 
show siaal f n 









exe utions.. Party « and 
| ns ; have started tryi 










criminals who b, murder, rape: or P ac- 
tise malfeasance on a huge scale. ~ 
The message from the top is that whil : 
there is no intention of abolishing th - 
death penalty or restricting the number « 
crimes it can be used to combat, criminals. 
who give themselves . up. genuinely re- 
pent, perform public service pr are consi- 
dered to have been.misled by older offen- 
ders, should enjoy leniency. 
The Lunar New Year i 
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new leaves, and the timing of certain offi- | 
cial ee e in | ; : 





more tha 6.000 executions S chalkod Es 
since July last year... ee 
Nonetheless the Jaw-and- order € 


criminals | over the past seven month 
so, is still bolstered with political sup 
at the highest - Ar 
moratorium on executi i n 
Festival to mark the-Lu 
early February w. 
that IMTEpet : gpi 
to get off ea Much emphasis is bei 
put on the police campaign to get cr 
nals to surrender and confess, in-w 
case they may escape death. But if the 
crimes are serious enough, not even t 
will save them from the executioner. 
The Chinese people — believing | 
strongly as they do in the need for stabl 
orderly social relations — are not troi 
by the shooting of people who use vi 
lence to gain their crim 1 
certain unease has ; 
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1 shot, according to informed sources. 
wever, the official Guangming 
ily said rather vaguely that “58,000 
es of exposure of criminal offences or 
)ple furnishing the police with clues" 
i been chalked up. 
n line with a policy decision made in 
:2, more than 200,000 nationwide cases 
‘economic crime” were investigated, of 
ich 25,000 were confessed to voluntar- 
by the offenders. While rejecting “ex- 
sive leniency” as bourgeois sentimen- 
ty, the organs of law and order have 
'n attempting to make distinctions be- 
'en the incorrigible and those capable 
‘eform. 
\ccording to sources, a central govern- 
nt directive has gone out to the public 
urity forces throughout China, point- 
out that the loosely used charge of 
pe" should not be employed to crack 
vn on love affairs and flirtations. These 
delines also distinguish between brawl- 
, and incitement to murder, between 
»plifting and more serious forms of 
'ft, between superstitious and religious 
ictices and "counter-revolutionary 
$." They also draw a line between pro- 
sional gamblers and those they lead as- 
y. and between those who read porno- 
iphy and those who peddle it. oO 
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er than risk being exposed, captured | - 


By A Correspondent 


D China's so-called democracy 
movement of 1978 and 1979 foreign 
visitors who could read Chinese found a 
new source of information on the nation's 
politics in the dazibao, or big-character 
posters, pasted on virtually every wall, re- 
vealing aspects of Chinese political and so- 
cial life that had hitherto been hidden 
from visitors' eyes by censorship and well- 
trained tour guides. All too soon, the au- 
thorities put a stop to the movement and 


this uncensored source of information | 


ceased to flow. 

Today there are big character posters — 
albeit of a very different nature — on the 
walls again. They are not handwritten any 
more and are easier to decipher. Usually 
signed by the local people's law courts, 
they give detailed accounts of crimes com- 
mitted, the names of offenders and the 
sentences served on them. This new kind 
of dazibao provides the foreign visitor 
with a unique opportunity for a glimpse of 
yet another side of Chinese reality: vio- 
lence, sexual offences and gangsterism, as 
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China’s big-character posters no longer carry messages 
of political defiance, but tell of the latest executions 











well as the harsh punishment meted out 
for such crimes. 

The recent drive against criminals 
started in July 1983 and executions 
have taken place virtually without inter- 
ruption. Samples of public notices and the 
cases described in them show the Chinese 
authorities have treated suspected crimi- 
nals with the utmost severity. One exam- 
ple: on 25 September 1983, the public in 
Nanjing was notified that the death sen- 
tences had been passed on 16 people and 
that the executions would take place im- 
mediately. Eight were murderers, burg- 
lars or rapists. The others were persons ac- 
cused of less well-defined crimes, namely 
"liumang fan" — usually translated as 
criminal hooligans. But to gain a better 
understanding of what constitutes hooli- 
ganism in China, it is necessary to take a 
closer look at one of the liumang fan cases. 

Liu, a 27-year-old worker from Nanjing, 
was the leader of a gang which was ac- 
cused of having listened to allegedly deca- 
dent songs from Hongkong or Taiwan in a 
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The media drops mention of the campaign against so-called 
spiritual pollution, but the anti-foreign drive could resurface 


Peking: The people of Peking prepared 
for the Chinese New Year by queuing for 
fresh pork and dried fish, showing little 
interest in the latest round of political in- 
trigue. Rockets and firecrackers lit up 
the horizon as the communist party press 
inveighed against so-called bourgeois 
ideology. 

The official media fell silent on the 
controversial topic of “spiritual pollu- 
tion" — Western cultural influence and, 
especially, pornography — which has 
obsessed the editorial writers for the past 
three months or so. But it was uncertain 
whether the spiritual-pollution cam- 
paign has been shelved for good, or whe- 
ther it will surface again after the festi- 
val. At least two directives from the 
party centre are believed to have criti- 


| gang-member's apartment. There they 
- drank, gambled and seduced innocent 
girls to dance and engage in other ac- 
. tivities which were not described in detail 
at the hearing. The Liu gang, however, 


. did more than that. One night they met in 


. Nanjing's Sichuan Restaurant for a celeb- 
ration. Very soon another gang appeared 


= and the celebration turned into a street 






. fight. 
. chains, iron bars and stones, blocking 


The gangs fought with knives, 


. Nanjing’ s Zhongshan Road for an hour. 
. The battle left more than a dozen people 


— seriously injured. While Liu was sen- 
. tenced to death and executed, other gang 
. members were sentenced to periods of up 


| to 15 years of "reform through labour." 
Very few cases of crimes of a political 
. nature are made publié! Put one poster re- 


- vealed that in the border | province of Yun- 


. nan, a gymnastics teacher named Wang 
. helped his brother ‘to escape across the 
- border into “enemy country” (apparently 
= Vietnam). They maintained contact, and 
. Wang was instructed to establish a spying 
organisation. He eventually managed to 
enlist three more people who then crossed 
the border illegally several times and 
turned over all kinds of information to the 
. “secret service of the enemy.” In this case 
- too, there was one immediate execution, 
= while another person was sentenced to 


_ death but reprieved. Also in Yunnan pro- 


vince, a few "counter-revolutionaries" 


. were sentenced to long-term imprison- 


. ment — among them two elderly citizens 


. of Kunming. They were accused of having 


tried to re-establish a traditional and 


_ deeply anti-communist secret society, the 


—. Yiguandao, which before 1949 was closely 


= connected with the extreme Right of the 
-= Kuomintang. 


A survey of the public notices in three 
provinces and two of the country's largest 
cities shows that the first and most impor- 
tant target of the current campaign are 


_ juvenile delinquents and those who have 
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cised stupid or excessive zeal on the part 
of people campaigning for the banning 
of Western influence as the corollary of 
China's open-door policy in trade and in- 
vestment. 

Hu Qiaomu, the party's top sociologi- 
cal theorist, indicated that there was no 
room for complacency in the light of re- 
cent reports that the pollution issue is 
being shelved. He published an article in 
all major newspapers criticising the 
Western concepts of humanism and 
humanitarianism, as well as the theory of 
*alienation" as applied to socialist so- 
ciety. Hu, a close supporter of elder 
statesman Deng Xiaoping, has recently 
shifted his political position to the Left, 
evidently in order to assist Deng's moves 
to pre-empt leftist criticism of his Right- 


become alienated from the values of the 
present regime. In a town in Fujian pro- 
vince, for example, 31 of a group of 51 
convicted criminals, were so-called 
liumang fan. Aged 19-29, all were employ- 
ed in some state-owned or collective en- 
terprise. So it is not material need that 
turns these young people into “hooli- 
gans,” the biggest single criminal cate- 
gory. In terms of frequency, sexual of- 
fences such as rape and sexual abuse of 
children rank second. Such crimes as mur- 
der, manslaughter, theft, burglary, econo-. 
mic offences such as blackmarketeering 
and trade in human beings are the third 
most prevalent. 


he causes of this peculiar structure of 

delinquency appear clear to a Western 
observer: the everyday lives of these 
youths are dreary and monotonous; they 
have no hope of improving their material 
situation and the unfulfilled promises of 
the past appear to have produced a deep- 
seated cynicism. Since the regime does not 
provide them with what they are searching 
for — enjoyment, excitement, adventure 
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Poster-watching in Peking: detailed accounts of crimes. 
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 cisms of women for the colours of 


blouses they wore, and of men for smok- 
ing filter-tipped cigarettes. 

Some observers believe the campaign 
— favoured by some top army comman- 
ders and provincial party leaders — was 
used by Deng to smoke out hardline lef- 
tists in the same way as the Hundred 
Flowers campaign of the mid-1950s was 
used by the late chairman Mao Zedong 
and his leftist followers to pin down 
rightists and other opponents of the lef- 
tist line. From the point of view of 
Chinese intellectuals, the anti-pollution 
campaign has made them still less pre- 
pared to stick out their necks in their 
creative or academic work. And the offi- 
cial media have admitted that even peas- 
ants are anxious about possible retalia- 
tion for their more lucrative production 
since the initiation of the rightist con- 
tracted-responsibility system in agricul- | 
ture. — DAVID BONA VIA 





— they have to create a semi-illegal under- 
ground society of their own. 

Again from a Western viewpoin 
Chinese youngsters appear to suffer no 
suppression of the sexual freedom known 
in other parts of the world and to risk 
almost unbelievably harsh penalties 
for any transgression of China’s rigorous 
morality. But the Chinese authorities see 
very different causes for the rise in delin- 
quency. It is obvious to them that foreign 
bourgeois influences lie at the base of vir- 
tually every crime. Listening to foreign 
“decadent and obscene music,” watching 
“pornographic pictures"; these in the eyes 
of the Chinese are the first steps on the 
path to delinquency. 

Now it is reported the Chinese — 
through these drastic measures — have 
succeeded in reducing the crime rate. The 
number of executions in five of seven dis- 
tricts and three of six townships in Fujian 
province during the period from Sep- 
tember to November was 151. If these fig- 
ures are typical of the whole country, it 
could translate into a total of something 
like 9,000 executions in two months. D 
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George Schaller’s Rolex is superbly equipped 
to survive. 


The destruction of natural 
habitats and extermination of 
species are irrevocably chang- 
ing the nature of life on earth. 

Thousands of plants and 
animal species are currently 
threatened with extinction be- 
cause of the ravages of man. | 

George Schaller, Director of 
the New York Zoological Soci- B 
ety Animal Research and Con- g 
servation Centre, has dedicated MINE 
himself to halting and even *« / 
reversing this sad and thought- # VÀ 
less destruction. 

Schaller and his colleagues 
spend much of their lives in 
some of the most rugged and 
inhospitable places on earth to § 
study these species in their 
habitat. 

The Zaire Mountain Gorilla, 
the Indian Tiger, the Snow Leopard of the 
Himalayas, and the Brazilian Jaguar are some of the 
endangered animals which have come under 
Schaller’s close scrutiny. 

The results of such studies are presented to 
local governments and are then used as a basis for 
realistic conservation measures. 

Itis a source of great satisfaction to Schaller that 
his Centre has been responsible for helping to 
create and establish nearly fifty national parks and 
reserves around the world. 








At present, Schaller is in- 
volved in what may be the 
biggest ecological challenge in 
his life. 

In collaboration with a team 
| of Chinese scientists in the 
B Sichuan Province, he is working 
NE to save the Giant Panda from 
T extinction. 

"By saving the panda, we do 
more than preserve a species, 
for we also express a loyalty to 
the earth, which. . . is the only 
home we shall ever know,” says 
Schaller. 

Itis estimated that now only 
1,000 Pandas still survive in 
the wild. 

So Schaller and his Chinese 
colleagues know that they must 
find answers quickly And as 
always, time is of the essence. 

For Schaller, that time is measured by Rolex. 

“My watch must be absolutely reliable,” says 
Schaller. "When I'm in the wilderness for months or 
years, I must have a watch which is totally reliable 

. because it is vital that animal observations are 
recorded accurately. 

"My Rolex has never let me down, even in the 
extremes of climates and adverse conditions." 

George Schaller is doing all he can to help the 
animals of this planet survive. W 


His Rolex needs no help at all. 
ROLEX 


of Geneva 


Pictured: The Rolex Datej ust Chronometer. Available in 18ct. gold, steel and gold combination or stain less steel, with matching bracelet. 
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Walliams Caxton’s device:.his initials and trademark. (circa 1475,) © 
Courtesy of the John M. Wing Collection. The Newberry Library, C higago. 
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Mark of a leader. 

By merging computers and telecommunications, 
Northern Telecom is changing the way 

the world communicates. 


northern 
feiecom 


In 1475 when William Caxton printed the first English book, he started 
a quiet revolution. A free flow of ideas makes constant change inevitable. 
Northern Telecom started its own quiet revolution, one that’s also 
radically changing the way ideas are communicated. We were the first 
company to design and produce a full line of digital switching systems, 
the telecommunications technology that transmits both voice and data 
with digital signals. 
success convinced many sceptics that digital communications 
was truly the wave of the future. As private and public digital networks 
grow, an international web of integrated voice and data communication is 
gradually being created. Instantaneous access to global data banks is 
becoming a reality. 


Today Northern Telecom 
is a world leader in digital _ noraa 
switching systems, in related erecorn 


téchnologies — fiber optics, 
large-scale integrated circuits— For more information on Northern Telecom 
and in electronic office systems. ^ ^ and its products contact: Northern Telecom 


> M uw 2 — 

re making our mar (Asia) Ltd., 96 Somerset Road, Singapore 
in vat ent Doer K 0923, Tel. 7379133, telex RS23369 or 30 
"Ig i Dd) Harbour Road, Hong Kong, Tel. 5-757222, 


telex 73338. 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. 
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Worldspeed. The new, ultra-fast, world-wide 

_ cargo service for shipments up to 100 kilos. Just look at 
. the advantages: preferential handling of all Worldspeed 
M shipments, both at departure and arrival. 

S Assured space on all KLM flights, up to the last 
. moment before take-off. Shorter transfer times. 

| Continuous monitoring 
of the progress of each 
Worldspeed shipment, 
via KLM's worldwide 
CARGOAL computer 


system. 


pments. 


Pre-arrival information. Automatic delivery information. 

Arrival on the flight of your choice. And all this 
at no extra charge. 

Worldspeed is mec to all KLM destinations 
121 in 75 countries throughout the world. 

Contact your KLM cargo agent or KLM for full 
details about the best small shipment cargo service on 
offer today. 

KLM Worldspeed — when you need 
to be absolutely sure. 09901 $ d 


The Reliable Airline KLM 
CARGO 
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e ALL four REVIEW representatives 
who talked to Australian Prime Minister 
Bob Hawke for last’ week's exclusive 
interview were impressed with his com- 
mand of the issues, his air of confidence 
and a sense of humour which managed to 
soften any overtone of the same type of 
intellectual arrogance which this Travel- 
ler still believes was one of the major 
causes of the downfall of the country's 
last Labor Party prime minister, Gough 
Whitlam. 

Still, occasionally there was more than 
a hint of a headmaster patiently ex- 
plaining a grammatical error to a bunch 
of backward pupils (“Perhaps you 
weren't listening carefully enough to 
what I have just said . . ." and, later, 
“That question conveys that you didn't 
understand the point I put before"). But 
such remarks were made with a grin and 
no one took offence. 

Naturally we asked him what his reac- 
tions were to deputy editor Philip 
Bowring's cover feature on Australia 
(REVIEW, 19 Jan.). *Fair enough," was 
his verdict and, turning round to a press 
aide: “You didn't see me jumping up and 
down about that one, did you, Geoff?" 

The only American in the REVIEW 
group, Tokyo bureau chief Mike Tharp, 
felt he ought to congratulate the PM on 
Australia's win in the now inaptly named 
Americas Cup. His response: “Well, we 
accept that, and we are studying care- 
fully the techniques of elasticity of ap- 
proach that you adopted over 132 years 
to keep it there. Of course, 132 years 
might be a bit steep for us — but let's say 
a decade at least." Hawke confirmed 
that these comments were on the record. 

Any challenger will be required to 

race off Fremantle's Western Australian 
coastline: “The winds are stronger there, 
more unusual." 
e THE whole interview was on the re- 
cord. My final question was about the 
correctness of reports we had heard that 
the "act-of-grace" pension granted to 
the late Dick Hughes last year by the Au- 
stralian Government would be transfer- 
red to Anne, his Chinese widow, who 
has gained * Australian citizenship. 
Hawke replied that the reports were 
somewhat premature, but that the mat- 
ter would assuredly come across his desk 
on his return from his Asian trip and 
(with another grin) we could be assured 
that he would give it his *most sympathe- 
tic consideration." 

In fact, Harry Gordon, editor-in-chief 
of the Queensland Group of newspapers 
in Australia, who did a lot of the 
spadework in getting the small pension 
approved, assures me that Social Wel- 
fare Minister Don Grimes recently gave 
him an absolute undertaking that the 
pension would go to Anne. The pro- 
mises of politicians are notoriously un- 
trustworthy, but I think friends of Dick 
Hughes and of Anne can rest assured on 
this one. 
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@ SOUTH Korea has understandably 
boosted its military readiness in the 
aftermath of the bomb outrage in Ran- 
goon. Unfortunately, a headline in the 
Korea Herald made it appear as if the 
Women’s Lib movement is becoming 
more militant: 





Top bras vow 


stronger defense 


The nation’s major military leaders 
yesterday expressed their firm determina- 
tion to defend the country from any armed 
provocations by north Korean Commun- 
ists. 








e RECENTLY (REVIEW, 12 Jan.) we 
reported the astonishing appeal of 
evangelical and fundamentalist Christ- 
ian sects in Singapore. Apparently the 
trend is influencing recruiting policies: 








WANTED 
URGENTLY 
GRAPHIC 

ARTIST 


* With relevant 
qualification or 
ex nce. 

e Salary attractive. 


Only born-again 
Christians need call: 


e A COUPLE of hotels for the budget- 
conscious traveller have opened in 
Lhasa to accommodate Tibetan Bud- 
dhists arriving from various parts of the 
country on pilgrimages to the capital's 
main monasteries. Two or three shops 
selling souvenirs and antiques have also 
opened: 












e TWO curiously named restaurants. 
The first was spotted by Suresh Thomas 
of Port Dickson, Malaysia, in Mersing, 
Johor: 





As Suresh comments; the name is a di- 
rect translation of the Chinese phrase 
“wo lai ye," often used in the martial arts, 


Derek Davies 





more aptly rendered as: “Here I come!” 
The name of the second restaurant is 
hardly unusual: 





It would not excite comment in Lon- 
don or San Francisco, as the man who 
snapped it, David O'Rear, remarks. But 
this restaurant is in Tien Mu, a northern 
suburb of Taipei! O'Rear (another 
lovely name — he once sent us a photo- 
graph of Taipei's Yelling Dental Clinic) 
also supplies an extract from a recent 
China Post editorial on the subject of 
uranium mining in Taiwan: 


The Republic of China has made it clear it 
is not interested in producing atomic bombs. 
Atomic bombs have been succeeded by far more 
deadly nitrogen bombs. 





This hitherto-undisclosed weapon, 
which presumably has nothing to do with 
the neutron bomb, could in fact prove 
beneficial. Dozens of Asia's smog-clog- 
ged cities could do with a good dose of 
nitrogen. 

e THIS Burmese contradiction was 
snapped at Mamy hill station by Tom 
Fawthrop: 





e A RECENT headline in the Interna- 
tional Herald Tribune also seems rather 
contradictory: 








@ WE have had some curiously named 
varieties of toilet paper reported in these 
columns. Now Steve Jones adds to the 
examples of Italian English (REVIEW, 22 
Dec. '83) a poetically named toilet 
paper from that country: 





CAMBODIA 


Too few communists 











An acute shortage of home-grown cadres limits 
Heng Samrin’s ability to replace the Vietnamese 


By Paul Quinn-Judge 

Bangkok: Five years after the overthrow 
of Pol Pot’s Khmer Rouge regime, one of 
the main problems for both the Heng 
Samrin government and its Vietnamese 
backers is an acute shortage of com- 
munists in Cambodia. The core of the re- 
formed pro-Hanoi communist party, 
known as the Khmer People’s Revolutio- 
nary Party (KPRP), consists of a handful 
of Khmer communists who were at best 
middle-level officials when they fled from 
the Pol Pot purges to Vietnam in the late 
1970s. And the party has been slow to de- 
velop new membership. 

This has produced both technical and 
political problems. Despite their small 
numbers and slender qualifications, the 
surviving communists have been ap- 
pointed to senior government positions. 
This, coupled with the near annihilation of 
educated Cambodians during the Pol Pot 
years, has not helped the country’s re- 
covery. 

As far as Hanoi is concerned, the heart 
of the Cambodia problem is the creation 
of a viable and politically reliable com- 
munist party in Phnom Penh — and the 
continued unchallenged political supre- 
macy of that party in the country as a 
whole. Until it feels?confident about the 
viability of the party, Hanoi is unlikely to 
show any interest in seriously reducing its 
hold on Cambodia. 

Early in January 1979, as the Khmer 
Rouge were retreating from Phnom Penh, 
anti-Pol Pot communists held what they 
called the third congress of the KPRP in 
an undisclosed location. The congress was 
attended by 66 delegates, according to a 
recent Vietnamese history of Cambodia. 
The 66 were in fact probably the whole 
party: Khmer and Vietnamese officials 
have often said privately that the KPRP 
numbered less than 100 in 1979, though 





they have never been as explicit as the 
Vietnamese account. 

This by any standards is a very shallow 
pool from which to groom a nation's 


leadership. The Communist Party of Viet- | 


nam (CPV), for example, had more than 
three times as many members when it was 
founded in 1930 and by the time it seized 
power for the first time in 1945 the party 
was 5,000 strong. Many of the Vietnamese 
were among the best educated of their 
generation and had years of political ex- 
perience. Most of the 66 Cambodians, on 
the other hand, had spent much of their 
adult life in exile, or had been quite junior 
officials under the Khmer Rouge. 

The 66 were drawn mostly from two 
groups — members of the anti-French 
Khmer Issarak, who had regrouped in 
Hanoi after the 1954 Geneva agreements, 
and cadres from the Khmer Rouge East- 
ern Zone, who had fled to Vietnam in the 
late 1970s. Estimates of the number from 
the Issarak group — referred to as “re- 
groupees" — vary widely, but the Viet- 
namese theoretical journal Communist 
Review said last November that 1,000 
cadres, 190 of them party members, had 
gone north in 1954. Most stayed in North 
Vietnam or other parts of the socialist 
world for the next 16 years. 


pe Sovan, the now-deposed KPRP 
secretary-general, is believed to have 
received political and military training in 
North Vietnam.. Cambodian Interior 
Minister Khang Sarin, a member of the 
powerful secretariat of the KPRP central 
committee, went into the Vietnamese 
army. Another secretariat member, 
Minister of Finance Chan Phin, studied 
economics in Vietnam. 

Minister of Trade Taing Sarim, on the 
other hand, started off in a match factory 





and ended up working for the external re- 
lations department of the CPV. 

Most of the regroupees returned to 
Cambodia after the overthrow of Prince 
Norodom Sihanouk in 1970, and most of 
them were dead by the mid-1970s, purged 
by the Khmer Rouge for their suspected 
pro-Vietnamese orientation. Most of the 
current KPRP leadership slipped quietly 
back to Vietnam in those years. At least 
two put up a fight: Say Phouthong, an 
ethnic Thai now officially ranked number 
four in the politburo, is said to have or- 
ganised an anti-Khmer Rouge uprising in 
western Cambodia in 1974 while Bou 
Thong, fifth-ranking politburo member 
and a member of the Tapuon ethnic 
minority, did the same in northern Cam- 
bodia. 

It is, in fact, tempting to view the rather 
frail-looking Phouthong as the key figure 
in the regime today. His biography, distri- 
buted during the May 1981 national as- 
sembly elections, suggests at the very least 
seniority in the anti-Pol Pot movement. 
While other biographies published at the 
same time, including that of Samrin, ter 
to refer to their subjects joining 


cooperating with “pure revolutionary 
forces,” — the regime’s catchword for 
anti-Pol Pot activities — Phouthong’s 


biography, describes him as having or- 
ganised such forces in 1974. 

Phouthong's uprising may have been 
the last stand against the Khmer Rouge 
purge of their southwestern zone which, 
with the eastern zone, is thought to have 
been a major source of resistance to the 
Pol Pot line in the mid-1970s. The Austra- 
lian Cambodia specialist Ben Kiernan 
quotes the account of a refugee from the 
zone who says that from 1972 to late 1973, 
the area was controlled by “free Khmer 
Rouge." These guerillas were said to be 
quite popular, and relations between 
them and Vietnamese troops in the area 
were good. 

Regroupees dominate the upper eche- 
lons of the KPRP: at least 11 of them are 
among the 21 members of the central com- 
mittee. Some, however, have proved di 
appointments. All of the senior officia 
dropped or demoted since 1979 seem to 
have been regroupees. They include Ros 
Samay, an early member of the inner cir- 


Sim, Samrin, Phouthong at national assembly; Sovan at party rally: a very shallow pool. 
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n ^ May 1978 aiios what 
toh id Zo an abortive E. 


a TD have E gone "directly to Viet- 
nam. A Khmer cadre, who says he joined 

` Soon after the uprising, claims that they at- 

d to set up a guerilla base in the 
jungles of Kompong Cham and only later 
contacted the Vietnamese. The three 
' most senior of the Eastern- Zone cadres — 
* Samtin, Chea Sim and Sen — do not seem 
even to be fluent in Vietnamese. Two 
 yeárs ago, Samrin's Vietnamese bódy- 
guards told this correspondent that the 
head of state did not know a word of the 
language. 
But the present Cambodian leaders, in- 
luding Samrin and Sim, have been able to 
sure the Vietnamese on one impor- 
^ tant issue: they openly and quite ful- 
— somely acknowledge Hanoi's role as 
.. Senior partner in the Indochinese alliance. 
< Samrin developed this point particularly 
ngly during a speech given on 8 
honour | of Vietnamese Presi- 
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23 — 26 May 1984. 
World Trade Centre Singapore 


As the established forum for the 
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major opportunity for you to 
discover the lastest in telecom- 
munications and office 
communications, 

with particular 
emphasis on Asia's 
requirements. 


The four day event comprises 






























e An international exhibition of 
more than 400 companies from 
24 Countries including groups 
from Canada, Denmark, Federal 
Republic of Germany, France, 
Israel, Italy; Switzerland, United 
Kingdom, Western Australía 
Individual exhibitors include: l 
AT & T International, Alcatel-Thomson, Arianéspace 
Hughes Aircraft, TFT Corporation, Japan Radio, Mit 
singapore, NEC: Nixdorf, Northern Telecom, Siemens, 
Telenokia, Toshiba `... 


e A maior international conference of more than 50 technical papers 
CommunicAsia/InfotechAsia Conference. 

+ A two day seminar-sponsored by the International Council for Computer 
Communication (GC). “Future directions in computer communications — 
infinite possibilities for an information society" 


at the 






Plan your visit now. Send for details today or contact the organisers direct. 
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e said. Moreover, in the strug- 


main target of sub 
gle for Indochina’s independence, Vict- 
nam had made the greatest contribution 
and had incurred the greatest sacrifices. 
— Most startlingly, in his interpretation of 
Indochinese solidarity, he came close to 
quoting the so-called Brezhnev Doctrine 
_of limited sovereignty. Soon after the in- 
. vasion of Czechoslovakia in 1968, Soviet 
— President Leonid Brezhnev explained to 
- the Polish communists that an ideological 
| threat to one member of the socialist bloc 
was a threat to all and was thus the con- 
cern of all members of the bloc. In his 
E . e . 
"speech, Samrin emphasised that the “tight 
— solidarity" among the three Indochinese 
. countries was vital to each country’s inde- 
 pendence. Any threat to that solidarity, 
_ he continued, was a threat to the indepen- 
. dence of each country. 

— Such an assurance by the KPRP leader- 
_ ship is undoubtedly music to Hanoi's ears. 
-. But the apparently sluggish growth of the 
_ KPRP rank-and-file membership must be 
rather disconcerting. Phnom Penh has 
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‘said almost nothing about KPRP recruit- 
ment, but the figures available from other 
sources do not seem encouraging. Early in 
1980 this correspondent asked an official 
of one of the country's largest provinces 
about party strength there. He started 
counting on his hand. "There's the pro- 
. vince chief, me . . ." he stopped at three. 
. In. May 1981 Sovan spoke of 4,000 
_ people in core groups — that is, potential 
. recruits for the party. Later that year 
* Chanda told a foreign visitor that there 
. were 40 KPRP members in Phnom Penh. 
- In early 1982 this correspondent was told 
- that Battambang, which has a population 
of around 750,000, had 18 party members. 
. When questioned on the subject, 
- Khmer leaders have tended to say simply 
that the party membership has increased 
.]0-fold since 1979 — without giving fig- 
, ures. The weakness of the KPRP is likely 
- to be a source of concern to both the 
. Khmer and the Vietnamese leadership for 
some time to come. But, given the Viet- 
JA namese approach to problem solving, it is 
. more likely to strengthen rather than 
. weaken their resolve in Cambodia. I 
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inside Cambodia are confirmed by US satellite pictures 


By John McBeth 


Bangkok: A senior non-communist Cam- 
bodian resistance leader warned several 
weeks ago that in making the decision 
whether to attack encampments held by 
the anti-Vietnamese coalition along the 
Thai border in this year’s expected dry 
season offensive, the Vietnamese would 
have to consider the risk of guerilla strikes 
against their logistics lines and other 
strategic points deeper into the interior. 

The Khmer Rouge, the communist 
component of the coalition, have appa- 
rently decided not to wait. In three re- 
ported attacks over a two-week period — 
two of them confirmed in part by US mili- 
tary satellites — communist resistance 
fighters claim to have penetrated the west- 
ern Cambodian provincial capitals of 
Kompong Thom, Siem Reap and Pursat. 

Military and diplomatic sources ques- 
tion Khmer Rouge radio reports that the 
guerillas actually overran the three cities 
and are more inclined to consider them 
surprise night-time raids. But they say the 
attacks are likely to have a psychological 
effect on the Vietnamese and also dis- 
prove their contention that the Khmer 
Rouge and the  non-communist 
Sihanoukist and Khmer People's National 
Liberation Front (KPNLF) forces are con- 
fined to border areas. 

The most significant strike seems to 
have taken place at Siem Reap, close to 
the symbolically important Angkor Wat 
temple complex. The Khmer Rouge radio 
said an infantry unit, backed by rocket and 
artillery fire, stormed the town on the 
night of 27 January and held it overnight. 
It said the raiders blew up an ammunition 
dump, oil depot and foundry, and de- 
stroyed military barracks, administrative 
offices, warehouses and granaries. Five 
hundred houses, 500 motorcycles and 
bicycles, and seven electricity generators 
were put to the torch in the attack. 

Intelligence sources in Bangkok doubt 
that the town was seized in its entirety and 
say the raid appears to have taken place on 
Siem Reap's eastern outskirts, where sev- 
eral Vietnamese military installations are 
known to be located. In perhaps their 
biggest coup, the Khmer Rouge attackers 
mortared and apparently machine-gun- 
ned the Vietnamese 479th Front headquar- 
ters, which directs military. operations 
across northern and western Cambodia. 

(In Washington, where Western intelli- 
gence analysts normally treat Khmer 
Rouge claims with caution, it was learned 
that satellite pictures showed serious dam- 
age to the Vietnamese ammunition depot 
and garrison buildings near Siem Reap as 
well as another Vietnamese position in 
Kompong Thom.) ` 

Bangkok sources have been unable to 
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confirm later claims that the guerillas 
overran the Siem Reap district town of 
Puok, which lies about 15 miles west of the 
provincial capital along Highway 6 — one 
of the two strategic highways encircling 
the Tonle Sap lake. 

A few days before the Siem Reap re- 
port, the Khmer Rouge radio claimed its 
forces had taken over the Kompong Thom 
provincial capital on the night of 19 
January, killing the provincial governor 
and freeing 250 prisoners held in the 
town’s jail. Kompong Thom, which lies 
astride Highway 6 between Phnom Penh 
and Siem Reap, has been effectively iso- 
lated for the past year or more with resist- 
ance fighters blowing up bridges on either 
side of the town and laying ambushes. 


A’ International Committee of the Red 
Cross medical team pulled out of Kom- 
pong Thom towards the end of last year 
about the time eight Soviet cotton advisers 
were killed in an ambush — an indication 
of a serious deterioration in security in an 
area that served as an important Khmer 
Rouge stamping ground during the 1970- 
75 war. 

So far there has been no confirmation of 
the third claimed occupation — this time 
of the Pursat provincial capital standing 
between Battambang and Phnom Penh on 
Highway 5. The Khmer Rouge claimed 
that in this attack, on 2 February, they 
killed more than 40 Vietnamese soldiers 
and left warehouses and granaries in 
flames. Khmer Rouge reports, exagger- 
ated or otherwise, also hint at heavy fight- 
ing along the railway line between Pursat 
and Battambang, which now appears to 
have been permanently cut. 


Intelligence sources in Bangkok say 


that while there has been no major change 
in the overall situation, guerilla forces are 
clearly operating much deeper into the 
Cambodian hinterland with the aim of 
keeping the Vietnamese off balance dur- 
ing a period when they have been tradi- 
tionally on the offensive. The fact that a 
Vietnamese infantry regiment, which at 
one point was moving threateningly close 
to the KPNLF’s Amphil headquarters, 
has now pulled back into the interior is 
seen as a possible reaction to stepped-up 
resistance activity. 

Analysts warn, however, that it is still 
far too early to judge the real extent of 
guerilla operations and whether the Viet- 
namese may be forced to turn their atten- 
tion away from the Thai border in the in- 
terests of preserving their supply lines. As 
one put it: “It would be most unwise to 
draw the conclusion that the heat [on the 
border camps] is off. The end of the dry 
season is still a long way off.” CEN. 
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With a circulation of 90,000, 
FORTUNE INTERNATIONAL is the 
uncontested leader in its field. 

Outside the U.S., we're big- 
ger than Business Week, the Wall 
Street Journal, or Forbes. 

Our success really isn't sur- 
prising. After all, were the only 
real international edition of an 
American business magazine. 

Not only do we give all our 
readers more basic worldwide 
coverage than ever before, but 








to the top. 


we also bring readers in Europe, 
Asia, and Latin America 

many additional stóries that 
appear exclusively in FORTUNE 
INTERNATIONAL. 

These special stories are 
edited specifically for their inter- 
est to business executives out- 
side the U.S. They're written 
with the depth, authority, and 
thoughtfulness that have earned 
FORTUNE the respect of business 
leaders everywhere. 
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To subscribe, write: Fortune 


International, 1011 Prince’s . 
Building, Hong Kong. 


FORTUNE INTER- 
NATIONALS rate base of 
90,000 includes our 
powerful European edi- 
tion—55,000 strong—and 
our fast-growing Asian 
edition with 30,000 
subscribers. 

To find out how effi- 

ciently you can reach these 

international decision- 
makers, call your FORTUNE 
representative. 

In Hong Kong, Martin 
Clinch and Associates, 58-64 
Queen's Road East, Hong Kong, 
Tel: 5-273525. 

In Tokyo, Hirowo Itow, Japan 
Advertising Director, FORTUNE, 
Time & Life Building, 3-6 Ohte- 
machi, 2-chome Chiyoda-ku, 
Tokyo 100, Japan, Tel: (03) 
270-6611. 
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Gauhati during general strike: a blow aimed at Mrs Gandhi. 


INDIA 





The way to nowhere? 


Political violence rumbles on from north to south as 
Mrs Gandhi warns of danger within and without 


By Salamat Ali 


New Delhi: Addressing a political rally in 
New Delhi on 30 January, Indian Prime 
Minister Indira Gandhi repeated what is 
now widely recognised as the theme she 
will use in the campaign for a general elec- 
tion due to be held this year: national 
unity is threatened from inside and out- 
side the country. Agitation and divisive 
forces are at work, endangering national 
security, she said, and not without consi- 
derable evidence to back up her claim. 

From Jammu and Kashmir and Punjab 
in the north to Assam in the east, to Kar- 
nataka in the south, and Maharashtra on 
the western coast, Indian states are grip- 
ped by strikes, political struggles and de- 
monstrations — some peaceful and some 
decidedly not. 

Spelling out his mother's reference to 
the alleged external threat, Rajiv Gandhi 
told the same rally that there was a mas- 
sive build-up of forces in Pakistani-con- 
trolled Azad Kashmir in connection with 
inter-service military exercises. Even 
though the Indian Army was strong, he 
said, it needed the support of the people. 

On the internal situation, Mrs Gandhi 
took the opportunity to try to turn it to her 
own political advantage: her method of 
governing relied on negotiation rather 
than suppression and this was proved by 
the fact that she was allowing campaigners 
to present their cases, she said. 

But many commentators are not as san- 
guine. Typical is Times of India chief 
editor Giri Lal Jain, who in a signed article 
on 1 February, listed India among the 
most violent countries of the world. *Let 
us face it, the ship that is India is in serious 
trouble. If we are lucky, it may drift into 
some reasonably safe port. If not, it can 
get wrecked on its way to nowhere. We 


2A 


need not go into history to discover that 
not all ships make it to port," he wrote. 
Such a gloomy outlook is rooted not 
merely in the current wave of trouble, but 
in a multi-dimensional crisis stemming 
from unbridled cynicism in politics and a 
disregard in many political quarters of the 
high moral standards preached by the re- 
public's founding fathers. 
The latest manifestations of such dis- 
turbing factors include: 
» Maharashtra Chief Minister Vasan- 
tadada Patil telling Mrs Gandhi on 30 
January of a conspiracy by two of his pre- 
decessors and one central minister to 
overthrow his government. 
» A petition to Mrs Gandhi from some 
Sikkim legislators, including some state 
ministers, to dismiss their chief minister, 
Narbahadur Bhandari, and bring Sikkim 
directly under central rule. 
» The murder of the former chief minister 
of Manipur, Yangmasho Shaiza, on 30 
January by the underground Nationalist 
Socialist Council of Nagaland. 
» The announcement of a plan for a 36- 
hour road block and general strike in 
Assam to coincide with Mrs Gandhi's 
planned two-day visit to the state begin- 
ning 3 February. 
» A farmers’ protest in Karnataka result- 
ing in 27,000 arrests by the end of January 
and disruption of the transport system in a 
large part of the state. 
» The announcement by the Sikhs that 
they would launch the next phase of their 
agitation in Punjab beginning 27 Feb- 
ruary. 
» Plans by the two rival alliances of the 
opposition parties to begin countrywide 
rallies and protests in the third week of 
February. 
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» The kidnapping and killing of an Indian 
diplomat in Britain, allegedly by a 
Kashmiri separatist group, early this 
month. 

The only redeeming feature in this trou- 
bled panorama is the noticeable winding 
down of violent agitation by Mrs Gandhi's 
Congress party in Jammu and Kashmir 
and the conversion of the political battle in 
the opposition-controlled state into palace 
intrigues, dividing Chief Minister Farooq 
Abdullah's family along the pro- and anti- 
Congress line. With his mother — a for- 
midable factor in Kashmiri politics — 
backing him solidly, Farooq is pitted 
against his brother Tariq Abdullah, his sis- 
ter Khalida Shah and brother-in-law G. 
M. Shah, who are demanding the dismis- 
sal of his government. 

Summoning her uncle, B. K. Nehru, 
currently governor of Jammu and 
Kashmir, and Farooq to New Delhi, Mrs 
Gandhi talked to them of the unsettled 
situation in the state and complained of in- 
dulgence shown by.Farooq's government 
to what she termed communal and seces- 
sionist elements. Nehru was earlier 
ported to have advised extreme caution 
taking any precipitate step against 
Farooq's government. Taking the hint, 
Farooq ordered detention of about 30 po- 
litical workers known for their pro-Pakis- 
tan views. 

While there could be hopes for a more 
peaceful outlook in Jammu and Kashmir, 
the situation in Punjab, the most troubled 
northern state, is threatened with further 
deterioration. Amid a continuing wave of 
murders, bomb blasts, desecration of re- 
ligious shrines and robberies, Akali Dal — 
the political party of the Sikhs — an- 
nounced that it would send volunteers to 
New Delhi to demonstrate outside parlia- 
ment on 8 February. 

The Sikhs also announced plans to 
paralyse Punjab on 27 February, closing 
everything except hospitals and news- 
papers. An identical Akali Dal call last 
year passed off peacefully when, to avoid 


confrontation, the government declared a.. 


public holiday and suspended all rail, b 
and air services to, from and within the 
state. 


b Akali Dal has already secured “do or 
die" pledges from about 100,000 Sikh 
volunteers to pressure New Delhi into ac- 
cepting its demands, which according to 
Mrs Gandhi keep growing all the time. 
Angered by Sikh terrorist attacks, one or- 
ganisation of Hindus — the largest com- 
munity after Sikhs in Punjab — has 
started enrolling “sacrificial squads” to 
defend Hindu interests. 

The Sikh Students’ Federation, the 
militant youth wing of Akali Dal, is plan- 
ning to raise “martyr squads” all over the 
state to fight off what it terms “gov- 
ernmental oppression.” It has threatened 
to “set Delhi afire” if the government does 
not ease off pressure exerted through con- 
tinuing arrests of the federations’ activists. 

The increasing communal confronta- 
tion in Punjab is fuelled by rival allega- 
tions of desecration of religious shrines, 
terrorism by Sikh militants, charges that 
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search for Setrofists The government 
fears that such action, especially at the 
Golden Temple at Amritsar, could alien- 
ate the entire Sikh community and signal 

. an unprecedented escalation of terrorism 
and general violence in Punjab. 

The Sikh militants are unhappy with the 
Akali Dal’s call for a peaceful campaign. 
They showed their resentment on the day 
after the Akali Dal's announcement by 
burning down three railway stations, van- 
dalising two more and throwing a hand 
grenade at a booking office of a rural 
cinema, killing three and injuring 25 

. people. 

Seen in terms of fears of loss of com- 
munal identity, the Sikh problem is similar 
to the one in Assam, where the issue of 
settlers versus the indigenous people pre- 
cipitated massive violence last year, re- 
sulting in the massacre of thousands. 

Although quiet for some time, Assam 
has once again begun competing with Pun- 

b in bombs, strikes, sabotage and as- 

ults. Protesters i in the state announced a 

-hour strike to coincide with Mrs Gan- 

i's two-day visit to the state, and pre- 

pdictably succeeded in enforcing it. To pre- 
empt the strike, the state government de- 
clared a public holiday with the avowed 
objective of enabling the people to attend 
the prime minister’s public meetings. 

But typical of what actually happened 
was Assam Health Minister Bhumudhar 










More Reuter Fellowships for journalists 
from developing countries. 


The Rete Foundation will award six 
university Fellowships to journalists from 
developing countries for the 1984-85 academic 
year. Three of the Fellowships will be tenable at 
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Rajiv Gandhi: Pakistani build-up. 





Barman's admission to the press that he 
had to bring 70 bus-loads of people from 
other places to Mrs Gandhi's public meet- 
ing at Chandpur town because protesters 
had ordered local people to boycott her. 
They also turned down the government's 
offer of a renewal of the dialogue, stalled 
for almost one year, reiterating their de- 
mand for dismissal of the state govern- 
ment and the disenfranchisement of al- 
most all settlers. 

Down south in Karnataka, denying all 
forms of support from the Congress, a 
farmers' association launched an agitation 
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national news organisation, the Reuter Found- 
ations aim is to assist the media of developing 
countries by providing special opportunities to 
journalists for study and research, particularly 
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scribed minimum unit, the lifting of a ban 1 
on free movement of foodgrains and pro- 
tection against auctioning of farmers” 
movable property to recover bank loans. 
Running out of space in the jails, the gov- | 
ernment turned schools, rented A 
and even hospitals into detention centres 
for the estimated 27,000 farmers arrested 
during the agitation. 3 

The agitators rejected Janata Party — 
Chief Minister Ramakrishna Hegde’s sn - 
that he could not do anything about the — 
farmers’ key demand of increased prices, - 
which could be fixed only by the centre E, 
government. The agitation was called off - 
on 3 February when commuters, annoyec d 
by disruption of the state's transport sys- — 
tem, began fighting the farmers. The - 
farmers' association, however, threatened - 
it would launch a second phase soon. y 

In neighbouring Maharashtra, the Con- — 
gress-controlled government was hit on 31 : 
January by a total strike in Bombay, - 
India's second largest city after Calcutta. - 
The strike passed off peacefully except for 
a few incidents. With most of industry and — 
all business houses closed, government of- | 
fices and educational institutions empty 
and public transport paralysed, the pro- — 
testers made their point that farmers 
whose lands had been acquired by the gov- _ 
ernment to build a second port in Bom- 
bay, should be given higher compensa- a 
tion. ; 
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Oxford University England, two at Stanford 
University, California, USA, and one at Bordeaux 
University, France. 

They include two new Reuter Fellowships — 
one at Oxford, instituted in memory of Najmul 
Hasan, a Reuter correspondent from India who 
Was killed while covering the Iran-Iraq war and 
one at Bordeaux for French-speaking journalists. 

As a Trust established by Reuters inter- 
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e final date for dicio of completed applications has been extended to 8 March 1984. 
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in the field of information technology. 

The awards will cover the costs of travel, 
tuition and accommodation. Applicants must be 
aged between 25 and 40 and have at least five 
years’ professional experience in journalism. 

For an application form, please write now to 
the Director, the Reuter Foundation, 

85 Fleet Street, London EC4P 4AJ, England. 
Telephone: 01-250 1122. Telex: 24145. 
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_ By Mohan Ram 
ay . New Delhi: The recent flood of Indian im- 
. migrants into Sikkim is stirring ethnic ten- 
43 sions in India's tiny eastern Himalayan 
state, as Nepalese Hindus become con- 
| E cerned about losing their long-dominant 
. political position to the newcomers. And 
3 caught in the middle of this intensifying 
. Struggle are Sikkim's indigenous Buddhist 
= peoples, mainly the Lepchas and the 
í Bhutiyas, who feel their very existence is 
. threatened by both groups of what they 
P oronsider to be outsiders. 

The plight of Sikkim's indigenous 
B eoples: is not new. As far back as the 17th 
1 century, Sikkim was a vassal state of its 
X -neighbour Nepal. Although Nepal lost its 
grip on the kingdom in the early decades 
sy of the 19th century, as British influence in 
the region increased, the Nepalese con- 
nued to settle in the country. By 1950, 
when Sikkim became a protectorate of 
EN independent India, the kingdom's 
indigenous peoples already were outnum- 
bered by the Nepalese Hindus, but their 
hold on political power had remained firm 
ow nile the traditional chogyal, or king, con- 
5 nued his absolute rule. 
- However, the Nepalese in Sikkim had 
slong been unhappy about the fact that 
















































BANGLADESH 


By S. Kamaluddin 


Dhaka: With the formal handing over of 
d he country's largest English-language 
(d daily newspaper, The Bangladesh Ob- 

| server, and the largest selling film maga- 
d e, Chitrali, on 23 January, the military 
regime has fulfilled its commitment to di- 
Dicet itself of all government-owned and 
. managed newspapers. 

President — then general — H. M. Er- 
= shad, in his address to the nation on 16 De- 
. cember 1982, announced that his govern- 
. ment had “firm confidence in a free and 
responsible press" and promised that it 
. would sell all government-owned news- 
papers and periodicals by 21 February 
. 1983. At that time, the government owned 
- four dailies and three weeklies: the 
" . Bangladesh Observer and the Bangladesh 
. Times, both English-language dailies, 

. Dainik Bangla and Dainik Barta, Bengali 
dailies, the mass-circulated weekly 
Bichitra, Chitrali, and Kishore Bangla, a 
. children’ s periodical. Only the Observer, 
. Bichitra and Chitrali were making any 
. profit. 
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rE Ethnic aes run high in Sikkim as its Nebaicse’ 
citizens struggle to retain their hold on power 


their influence did not reflect their num- 
bers, which by 1950 comprised 70% of the 
kingdom’s population. Even before 1950, 
a movement was launched to secure 
democratic reforms, and in 1953 the 
chogyal established the 32-member Sik- 
kim Council to which 16 ethnic Sikkimese 
and 16 Sikkimese of Nepalese origin were 
elected. The balance was tilted in favour 
of the Nepalese in 1975, when Sikkim be- 
came an Indian state, with 17 seats in the 
new state assembly reserved for them and 
only 15, including one seat reserved for 
the Buddhist clergy, reserved for indigen- 
ous Sikkimese. But in 1979 then state chief 
minister Kazi Lendhup Dorji, a Bhutiya, 
opened the Nepalese seats to all, setting 
the stage for the current controversy. 
Today, the Nepalese want to protect 
their political clout against the influx of In- 
dians — mostly from nearby West Bengal 
and Bihar states — by regaining their re- 
served assembly seats. They worry that 
unless their position is secured in this way, 
the Indians, who have swelled Sikkim’s 
1971 population of 210,000 to more than 
316,000 in 1981 — the last year for which 
figures are available — will join the ethnic 
Sikkimese in an alliance to wrest political 


Ershad’ s press release 


| The president fulfils a promise to return the newspaper 
_ industry to the hands of private publishers 


However, the pledge could not be im- 
plemented by the promised deadline, 
though the Newspaper Management 
Board, a government body appointed for 
the purpose of managing the newspapers 
and financed by levies on those news- 
papers, was abolished by mid-1983. 

The government became involved in 
newspaper publishing soon after the coun- 
try became independent in 1971, after the 
break with Pakistán. Dainik Bangla and 
an English-language daily, Morning 
News, published by the Karachi-based 
National Press Trust, were taken over by 
the government. The Observer and Chit- 
rali were declared abandoned property as 
their owner, Hamidul Huq Chowdhury, 
an eminent lawyer and a former finance 
and foreign minister of Pakistan in the 
1950s, was in Karachi. 

The government’s involvement in pub- 
lishing became even deeper in 1975 when 
then president Sheikh Mujibur Rahman, 
after introducing his controversial one- 
party rule, closed down all privately 




















Sikkimese Buddhist feeling a threat. a 
control from them. The Nepalese also are 
seeking Indian citizenship for 30,000 of 
their numbers who have remained state- 
less because their names were never regis- 
tered with the Indian authorities when 
Sikkim became an Indian state. Citize 
ship for these would boost the politic 
fortunes of all the state's Nepalese. 

Chief Minister Narbahadur Bhandari, 
Nepalese and Congress party man who is ^ 
facing an election before the end of the 
year, has warned New Delhi that no elec- 
tions will be possible unless the reserved- 
seat system is resorted, guaranteeing seats 
for the Nepalese. On citizenship for the 
stateless Nepalese, Bhandari told the 
REVIEW that “sooner or later” New Delhi 


owned newspapers in the country, took 
over the most widely circulated Bengali 
daily Ittefag and the Bangladesh Times 
and discontinued the publication of 
the Morning News. By then, Dainik 
Bangla began the publication of its weekly 
Bichitra. 

Following Mujib's assassination by a 
group of young army officers in August 
1975, his former commerce minister, 
Khandakar Mushtaq Ahmed, assume 
the presidency and lifted the ban on th 
privately owned press. He also returned 
Ittefaq to its owners. A year later, the 
Ziaur Rahman government decided to 
bring out a new Bengali daily, Dainik 
Barta, from Rajshahi, apparently to focus 
attention on the neglected northern re- 
gion of the country. 


S Es government, after abolishing the 
Newspaper Management Board, formed 
two trusts, one for Dainik Bangla and 
Bichitra and the other for the Bangladesh 
Times. Three government nominees are 
on the boards of trustees — representing 
the ministries of finance and information 
and the principal information officer — in 
addition to other nominated non-govern- 
ment members. Two top retired civil ser- 
vants have been appointed chairmen of 
the two trusts. 

The trusts were formed because the 
government felt that since the Bengali 
newspaper was hers linee o 14 
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a Mike Nepalese citizens happy. | | 

at the Nepalese de- New Delhi is soft-pedalling the issue, 

just securing seats . neither rejecting nor acceding to the | 

sembly and citizen- Nepalese demands. On a visit to the state | tion, but the is: 
and this view is | in July 1983, Prime Minister Indira Gan- | There is a 
tudes of influen- | dhisaid the reserved-seat issue was a com- = speakers in 5i 
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C. D. Rai, gen- | plex one, needing study in some depth. As | der with Nepal: 
gress party in Sik- | for the stateless, they had not been iden- | borders with 
ese origin, said: | tified so far, she said. Her aide told parlia- Bengal and As 
and the Lepchas] 
s through the cho- 
different story: 
constituting only 
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ment two months ago that Sikkim’s 
strategic location — the state capital, 
Gangtok, is only 30 kms from Nathula Pass 
onthe Chinese border — and existing laws | 
had to be taken into. account in solving the | speaking indians living ir 
citizenship issue. kim to integrate these : are 
And there is another dimension to the | Such demands would only : 
Sikkim problem. Sikkim is the only Indian | kim's already perplexing si 
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an only hope ew 
tion against the SA re li ab- 
-. solute political supr :y. Dahidul Dor- 
- jee, a Bhutiya and chief secretary of the 
. -former chogyal's council, fcars that if the 
‘Nepalese seats are reserved and the state- 
less Nepalese are given citizenship and 
| voting rights, “itwill mean the end of us.’ 

_ The fears of the Bhutiyas and Lepchas are 
understandable. At present their land 
-cannot be bought or sold by others, in- 
dea the Nop e Sikkimese. 




































trust, it should not be sold to any private 
dividual while at the same time it was 
ifficult to find anybody willing to. buy the 
ladesh Times. Only the Dainik 
hich depends heavily on subsidy, 
i a "d the government. 
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-property after returning to Dhaka in 1980, | | renowned fesearch institutions 
also won a High. Court case against the | | | 
government in February 1982, establishing ISRATECH is held every three years, Register now for the sixth 
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overnment, Chowdhury finally agreed 
laim any compensation from the 
ent for the period it managed his 
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; inister S. N. Hashem | ; EE. aid | Fer Ho aad # 11-236 4 s Dian 
ld the. EW that the government be- | | AJ | E " Foky | 
judi in à free and responsible press. All 
rnment advertisements would be dis- 
ributed on an equal basis. The govern- | | 
! :nt remains the biggest advertiser in the E 
country, though the private sector is 

` gradually increasing its share of the total - 
strade. On his newspaper's policy, Chow- | 
_dhury said that he has to "steer clear ofthe |. 
_ erocodiles in the river and the tigers on the | | 
» banks." Chowdhury, in his 80s and still 
¿fairly active in his legal profession, is op- 
posed to the m rule but does not or 
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E t is tempting, but wrong to rush to 
Mjudgment and indict the United States 
É for terminating its membership in the 
; United Nations Educational, Scientific 
and Cultural Organisation. The tempta- 
- tion is particularly inviting because it was 
the administration of President Ronald 
- Reagan that made the decision, and inter- 
. nationalists both in the US and abroad 
need no encouragement to criticise the 
Reagan foreign policy. 
. Certainly itis a lamentable state of af- 
- fairs: here is the world’s wealthiest and 
E most highly developed country turning its 
l back on an international organisation that 
P has become an important forum for Third 
. World aspirations. In such a rich-poor 
context, anyone so inclined — and many 
are so inclined — will denounce the US 
withdrawal as the act of the wealthy 
- Spoilsport who declines to play if he can- 
not play on his own terms. 

It was not the US decision, however, 
liiat produced this lamentable state of 
a affairs. It was produced by the steady and 
- lamentable politicisation of Unesco by a 
headstrong bureaucracy that is ena- 
| moured of state control and openly hostile 
to free-market principles, most particu- 
L4 arly to the Western concept of a free 
press. There were other reasons behind 
the American decision, among them the 
- financial profligacy of the Unesco bureau- 
ER. 

. But no single reason was more import- 
it than Unesco's consistent promotion of 
Programmes and projects that propelled 
governments more and more into the area 
(X of news and information. For advocates of 
free press, Unesco has become a 
A synonym for repression and regulation. 
While the US alone among Unesco's 
P. 160 or so members has taken the extreme 
_ Step of walking out, it is no 
ecret that other countries 
share its frustration over the 
iperious behaviour of the 
ja nesco staff, sometimes for 
. the same reasons, sometimes 
for reasons of their own. Their 
à _ hope, shared by the Ameri- 
_ cans, is that the loss of 25% of 
its funding — which the US 
will take with it — will help 
persuade Unesco to return to 
something closer to the politi- 
cally neutral entity that it was 
designed to be. 
_ This specialised UN agency 
was founded to deal with the 
. non-political aspects of peace. 
For political issues, the UN 
had the security council and 
_ the general assembly. Unesco 
_ was to deal with the non-poli- 
tical areas reflected in its name 
pee education, science and cul- 
ture; But Unesco in recent 
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years has become as politicised as those 
two political organs, with one important 
difference: it has a far more autocratic 
leadership in the person of Amadou 
Mahtar M'Bow of Senegal, director-gen- 
eral of Unesco since 1974. 

Writing recently in The Sunday Times 
of London, Rosemary Righter, a close ob- 
server of Unesco activities in the realm of 
news and information, reported that criti- 
cism of M'Bow was not limited to Western 
delegates but was also to be found among 
Third World diplomats and even in some 
islands of Unesco itself. M'Bow, she 
wrote, was felt to be more than generously 





Roger Tatarian, now aaor of jour- 
nalism at California State University at 
Fresno, is a former vice-president and 


editor-in-chief of United Press Interna- 
tional and has served as an adviser on 
international communications to both 
Unesco and the United States National 
Commission for Unesco. 





endowed with “paranoia, vanity, cupidity 
and intolerance.” _ 

She wrote: “He travels with an entour- 
age which is often three times larger than 
that of the secretary-general of the UN it- 
self (a post he covets, along with a Nobel 
prize) and he has an insatiable appetite for 
awards and decorations.” Her judgment 
was that only the departure of M'Bow 
could lead to any real reform of Unesco. 

M Bow and the ideologues he has sur- 
rounded himself with in the Unesco sec- 
retariat are fond of saying that it is not 
their viewpoints that they espouse but the 
viewpoints of their member states — that 
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e US bids to keep Unesco in check 


the Unesco staff follows but does not lead 
in matters of policy. To an extent, that 
may be true. But to a greater extent, it is 
blatantly untrue, particularly when it 
comes to issues concerning freedom of in- 
formation. 

In the long and often sharp debate over 
the so-called New World Information 
Order, the Unesco leadership has sided 
faithfully with the forces favouring state 
control and regulation. This writer saw an 
especially dramatic example of this at- 
titude while serving as a visiting expert at 
Unesco headquarters in Paris in De- 
cember 1978. 

In the previous month, the biennial gen- 
eral conference of Unesco, after several 
years of debate and manoeuvring, finally 
approved a compromise declaration on 
the mass media — specifically, a *De- 
claration of Fundamental Principles Con- 
cerning the Contribution of the Mass 
Media to Strengthening Peace and Inter- 
national Understanding, the Promotion of 
Human Rights and to  Countering 
Racialism, Apartheid and Incitement to 
War." (The title alone illustrates the poli- 
tical atmosphere in which the interna- 
tional flow of information is debated.) 

During the debate, the Soviet bloc and 
many of the more militant Third World 
countries fought to include in the resolu- 
tion some definition of the rights and re- 
sponsibilities of journalists and a call for 
an international code of ethics to guide 
journalists in their work. Those two blocs 
between them control a majority among 
the Unesco members; that, plus the anti- 
Western tilt of the secretariat, left no 
doubt what such a code would end up 
doing to the concept of a free and unfet- 
tered flow of information. 

Spurred on by the alarm of the Ameri- 
can media, the US led Western 
opposition to codes of ethics 
or a formal menu of “rights 
and responsibilities." The 
final resolution was a com- 
promise. It dropped the notion 
of an international code of 
ethics and made no attempt to 
define rights and responsibili- 
ties of journalists. To appease 
those who had sought an inter- 
national code of ethics, the 
resolution ' said professional 
journalists ^ as individuals 
"should attach special import- 
ance to the principles of this 
declaration when drawing up 
and ensuring application of 
their codes of ethics." 

Only a few weeks after the 
issue was thus resolved, 
Unesco invited 26 interna- 
tional specialists to its Paris 
headquartérs to recommend 
ways in which the resolution 
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^ tions: Sende call ion a discussion of codes 
= of ethics. To protests that the full Unesco 
^ age 
i ire dropped the call for codes of ethics 
in order to salvage the resolution on the 
mass media, the Unesco official banged 

` ‘said, à in so many words, that 

















eis of dis sort of. Bons 
PY anyone who has dealt 


- in the rest of the UN is 
an check, Unesco appears 


: b heed to calls by the major 
s for financial restraint and wound 
king for an increase of 25% in his 
; | — the largest single portion of 

whic would have come from the US. 

However much critics of the US may want 

to regard fiscal tightfistedness as the cause 
. for American withdrawal, it remains a fact 
that.the principal reason is Unesco's con- 
.. Stant championing of state control. 

^. What will be the consequences of Ame- 
rican withdrawal? Much will depend on 
M'Bow. The fact that the US was the 
- source of 25% of his total budget had 

«Served as some restraint on the director- 
eneral. With that restraint gone, M'Bow 
could respond with even greater politicisa- 
tion: of the agency. To the extent that the 
American press was a factor in the blow 
that has been dealt him, M'Bow could 
| adopt a retaliatory attitude if he decides to 
stay on without the US. His following in 
the. zastern bloc and in many Third World 
countries is considerable; he is, it must be 
S ered, the first African to serve as 
m director-general of Unesco (page 30). 

V . would not be difficult to-encourage 
(od idea that member states. should deny 
= visas tọ reporters who do not first agree to 
>. abide by. some international code of 
ethics. Western news media obviously 
would be the principal casualties of such 
restrictions on journalistic access. But it 
would surely prevent.the US from ever re- 
turning and it is not likely that even 
M'Bow would want to make the breach 
permanent. | 

„Meanwhile, the hundreds of millions of 
dollars the US will no longer be giving to 
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emain a powerful, factor i in nthe i 


entire suation. These funds could be 
used by the US for bilateral aid agree- 
ments with the more-moderate Third 
World governments on mutually accept- 
able communications projects and 
policies. The director-general can hardly 
be unaware of the effects of such an Ame- 


| rican programme on Unesco. 


t will not be : easy for M'Bow to make 


‘radical changes | in his policy Or his style, 





He IM Bow], travels with an 
entourage often three times larger 
than that of the UN secretary- 
general itself . . . Only the 
departure of M'Bow could lead 
to any real reform of Unesco.* 





for to do so would be to acknowledge that 
his past leadership has been less than per- 
fect. Still, he is sufficiently fond of his 
very well-paid position, not to mention its 
many perquisites or his reputed longing 
for still higher UN position, to want to 
hang on. 


There is a deeply regrettable conse- : 


quence of the American action. Although 
it was precipitated by and aimed primarily 
at one facet of Unesco activity, the resul- 
tant loss of US funds will strike equally 
hard at Unesco's many worthwhile pro- 
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Korea, to list but afew Ith ies 
leading role in the presery ation 
the world’s archaeological t 
among thei: the temple at Kar 
Nile; Sukhothai, capital of the 
empire between. the 13th and i 
turies, and the ruins of Borob 
donesia's great Buddhist monum 
Activities such as these de 
port of the entire civilised world 
should have no difficulty i in teji 
esco if it were made to function. 
the organisation the US itself he 
found almost 40 years ago and to 4 
has been, until now, its most g 






















UNDER INSTRUCTIONS FROM: HU-META 
LTD., A Division of REPCO CORP, LTD. 


Complete Steel Pipe Formin 
Testing, Coating Él Linin 
Equipment incl. Industria 


Complex 


(FORMING CAPACITY 12000 x 3000MM IN 6-1 6MM fia 


FOR SALE WALK-IN, WALK-OU' 
SUBSTANTIAL PARTS FOR RELOCATION 
Tenders close at the offices of the Vendor's Agents at 12.00 _ 


_ Noon, Wednesday, 18th April, 1984. 
Neither the highest nor any tender necessarily accepted. The vendor reserves the right 
3 of sale prior to close of tenders. 


FURTHER INFORMATION CONTACT.— —- 
-99 Leichhardt St, Brisbane Qld. Aust. 
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Harmoko; poster marking conference: a growing assertiveness in Jakarta. 


Hard lines, soft terms 


Non-aligned ministers, encouraged by Indonesia, take a moderate 
stance on the need for less news from the transnationals 


By Manggi Habir 

Jakarta: Indonesia’s moderating influ- 
ence and growing assertiveness within the 
non-aligned movement — along with 
India, Yugoslavia and Egypt — was re- 
flected in the more subdued tone of the 
26-30 January Conference of Ministers of 
Information from Non-Aligned Countries 
(Cominac). President Suharto, in an 
opening address, set the mood of the con- 
ference by stressing realism and coopera- 
tion. He called on participating delegates 
representing 57 countries to strive for 
"common programmes, which are con- 
crete, realistic and can be carried out to- 
gether" and to refrain from aggravating 
differences among non-aligned member 
countries. ` 

The main thrust of the declarations and 
resolutions passed by the conference was 
to enhance cooperation and the flow of in- 
formation among member countries. 
This, it was felt, would correct what the 
conference noted was the domination of 
the transnational media which, it was 
further argued, created an "imbalance, 
quantitatively, in the flow of news be- 
tween developed and developing coun- 
tries and among developing countries and, 
qualitatively, in the interpretation of news 
to the disadvantage of the developing 
countries." The conference also agreed to 
cooperate in reorganising and developing 
their respective media and communica- 
tions infrastructures to lessen their depen- 
dence on powerful and dominant interna- 
tional newsagencies. 

Cooperation, according to one declara- 
tion of the conference, was to be enhanced 
through seminars and workshops which 
would allow an exchange of experience 
and common problems in the areas of TV 
and radio, newspapers and magazines, 
book production and film. 

An active exchange of radio and TV 


programmes on a regular basis was en- 
couraged, while media training facilities 
were offered by Indonesia, Cuba, Nigeria, 
Yugoslavia, India, Algeria, Egypt, 
Bangladesh and Malaysia. Concrete de- 
tails, however, were still to be worked out 
by the Inter-Governmental Council, now 
headed by Indonesian Information Minis- 
ter H. Harmoko who took over the leader- 
ship from lraqi Information Minister 
Latief N. Jassim. 


Ar from a call on the non-aligned 
media to make greater use of the al- 
ready-existing Non-Aligned News Agencies 
Pool, the conference also passed a resolu- 
tion calling for the reduction of telecom- 
munication tariffs to stimulate news flow 
among non-aligned countries. In addition 
the conference recommended a review of 
satellite transmission charges and a more 
equitable distribution of radio frequencies 
to redress the unbalanced news flow. 
Still, the hardliners managed to be 
heard, though in softer terms. The confer- 
ence agreed to: 
» Condemn South Africa's apartheid po- 
licy and the South African incursions into 
Angola, Mozambique and Lesotho. 
» Eliminate all forms of racism and racial 
discrimination, including Zionism, and 
encourage the use of the term “racist 
Zionist regime" instead of "Israel" while 
at the same time "taking into account the 
freedom of the press." 
» End any kind of radio broadcast di- 
rected against the national interest of 
another country "whether a member of 
the non-aligned movement or otherwise." 
» Appeal to the mass media internation- 
ally to “eschew tendentious reporting in 
all its manifestations and to desist from 
propagating materials which directly or in- 
directly may prove detrimental or prejudi- 





cial to the interest of any member country 
of the non-aligned movement." 

Harmoko, responding to questions of 
tighter press controls as a result of this ap- 
peal, assured the conference that this was 
not meant to restrict the freedom of th 
press. Yugoslav Information Ministe 
Mitko Calovski also noted that “the spirit 
of the conference was not on censorship." 
The conference also strongly supported 
the United Nations Educational, Scien- 
tific and Cultural Organisation, its pro- 
gramme and its director-general Amadou 
Mahtar M'Bow. United States withdrawal 
from Unesco was not mentioned in the de- 
claration, but the ministers did express 
their regrets at “efforts to erode the uni- 
versality of and denigrate the UN system, 
Unesco in particular." 

It had been some time since Jakarta had 
hosted a major international conference. 
In fact, Cominac would have been held in 
Havana if it was not for India's insistence 
that Indonesia host the conference during 
the non-aligned summit meeting last year, 
sources say. Banners and posters deco- 
rated Jakarta's major arteries. Local TV 
added a 90-minute morning programme in 
English just for the duration of the confer- 
ence. Other arrangements borne b 
Jakarta included hotel accommodation 
air fares for some of the delegates and 
some 300 limousines hired by the organis- 
ers. The total cost of the conference is not 
known, but the US$1.7 million budget, ac- 
cording to sources, will likely be ex- 
ceeded. 

Security was exceptionally tight. The 
Jakarta military commander, Maj.-Gen. 
Try Sutrisno, took no chances, deploying 
six battalions to maintain security during 
the conference. Security measures were so 
stringent that both domestic and foreign 
journalists had a difficult time gaining ac- 
cess to delegates, and the harassment of 
reporters by security men lead to a sharp 
editorial in the influential evening daily 
Sinar Harapan, which said it was "ironic 
that a conference of ministers of informa- 
tion and communications leaders from the 
non-aligned countries, which have com- 
plained and protested that their voices 
were not noticed by the press, had pro- 
vided an impression that they were cover- 
ing up the issues." LR 
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At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

Ata fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, a 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 


Whatever you produce— paper, 


food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 
Solet us become part of your 


team. Wecan run your entire 
operation for you. Or we can 

train your people and then phase 
ourselves out. Our principal offices 
are in Houston, Texas; Reading, 
England; and Milan, Italy. Talk to 
us and get a running start today 


FW Management Operations, Ltd. 
Aldwych House, 2 Blagrave Street 
Reading, Berkshire, 

RG1 1AZ, England 

Phone: (0734) 583585 Telex: 848600 
Hong Kong—Ocean Centre 

Tel: 3-721-1711 Tlx: 37512 
Singapore—Shaw Centre 

Tel: 733-5216 TIx: RS39292 


FOSTER (7] WHEELER 


We'll run your plant for you. 





Or we'll get you off to a running start. 
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A Shangri La hotel: HONG KONG 


Telephone: 3-7212111 Telex: 36718 SHALA HX 
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Other Westin Hotels in Asia: 
Philippine Plaza, Manila 

Chosun, Seoul 

Tokyo Prince Hotel 

Akasaka Prince Hotel, Tokyo 


| 
| 


DEBE 












SHIPPING '84 





CHINA SHIPPING 


Tremendous Peking newbuildings 
to double the fleet by 1990 


By George Lauriat in Hongkong 


uring the past six years, China’s merchant fleet has 
D:»« at an incredible rate, representing perhaps 


the greatest increase in commercial tonnage ever 
recorded by a country not on a war footing. However, the 
expansion of the fleet has largely come through second-hand 
ship purchases and this policy has resulted in many 
shortcomings. Peking now plans to build a new fleet which 
would see the strength double to 20 million dwt by 1990 and 
eventually rise to 30 million dwt by the end of the century. The 
plan allows for a large percentage of newbuildings to be 
undertaken by China's own shipyards. 

The prime motivation behind this programme is that China's 
fleet is relatively old and in many instances not suited for China's 
ture trading needs. China Ocean Shipping Corp. (Cosco) has 
fleet of around 420 ships of 4.26 million dwt out of an estimated 
total national fleet of 10 million dwt. Since most of the expansion 
was done through second-hand purchases made from European 
owners during the shipping slump — amounting to estimated 
total of 7 million dwt (some being resold, others scrapped) — 
the average age of the fleet operating on international routes is 
estimated to be between 10-12 years. The average for the total 
fleet might well be in excess of two decades. 

Under the sixth five-year plan, 2.5 million dwt is to be added 
to the Cosco fleet by newbuildings ordered in Chinese 
shipyards. At present it seems unlikely the Chinese will be able 
to deliver on time. Generally, the yards are scheduled to deliver 
around 800,000 dwt of new ships a year on the programme — 
shipyards have a backlog of orders amounting to more than 
300,000 dwt, most scheduled for export. 

Shipyards will also be hard pressed by naval-building 
programmes and now by the offshore-oil industry. The last 
item may prove the major obstacle to any chance of fulfilling 
the projected expansion programme. Virtually all yards most 
capable of handling the construction and repair of offshore-oil 
rigs are ones that would be employed in the construction of 
ships for Cosco. 

Cosco's problem is not really tonnage but rather the type 

nd distribution of tonnage. General-cargo vessels comprise 
some 45% of the fleet and most of these are of less than 15,000 
dwt. This tonnage was appropriate for China's needs in the 
1970s but the need now is for more sophisticated vessels. At 
the moment there are 27 vessels in the Chinese fleet handling 
containers — roughly 50% of China's estimated needs in only 
two years. These vessels currently handle an estimated 18,000 
teus (20-ft equivalent units) but, with the expansion of container 
terminals in China and the building of support facilities such as 
marshalling yards, it is 
estimated China could use a 
fleet of 36-40,000 teus within 
two years. 

A little less predictable is what 
effect the offshore-oil drive will 
have on China's tanker fleet. 
This fleet, traditionally, has 
been tied up largely on the 
Japan-China route and with 
internal movements and the 
relatively small regional trade. 
Although China has the ability 
to handle a 100,000 dwt tanker, 
the largest that China can build 
is only 65,000 dwt. Should there 
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Shanghai yard: contributing to a record peace-time tonnage 





be any major increase in oil exports the fleet would be hard 
pressed but it is likely that China, in that eventuality, would 
probably again dip into the second-hand market to make up the 
shortfall. 


will need in the future — to satisfy its shipping 

requirements is probably more difficult than for any other 
country. Peking authorities estimate that China handles all its 
internal and coastal traffic and 40% of its ocean transport; it 
controls perhaps 30% more through charters. Generally, China 
charters in tonnage amounting to around 8 million dwt a year 
This would mean that the total demand for shipping services is 
probably around 18 million dwt. This sort of estimating is 
probably behind the desire to expand the fleet to 20 million dwt 
by 1990. However, the actual demand for shipping services 
probably remains high because of port inefficiency and ship 
type. As more container terminals come on stream and more 
automatic-handling equipment for bulk cargoes is used in the 
ports, the actual tonnage employed might even slightly decrease 
over the current figures. It would appear that the figure of 30 
million dwt for the year 2000 is based on a huge increase in 
exports and cross trading. 

Considering the scheduled expansion and bottlenecks in 
Chinese shipyards, Cosco might well have to go abroad for a 
larger portion of its newbuildings than it has done in the past. 
This is not as unlikely a possibility as it would seem at first 


E: the size of fleet that China needs now — and 
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Cosco would be saving foreign exchange in as much as the m 
Kk prompt delivery of newbuilding would reduce theforeign- — . dy 
- — exchange drain on chartered-in tonnage. nx 
Ke Another added factor is that China is now very concerned b 


— with both the quality of the ships in its fleet and the ships it is 
building for export. This has caused the Chinese to sign a variety 
of agreements with MacGregor (manufacturing cargo-handling 
gear, hatch covers and cranes etc.) to build under licence cargo 
hatches and other equipment, as well as agreements for the 
building of MAN/B&W, Sulzer and Pielstick engines. 

Cosco has approximately 20 orders overseas with a majority 
of these orders being small containerships and small tankers. 
Although Japanese yards had a near monopoly in the 1960s of 
Chinese orders placed overseas, with exchanges of technology 
in the shipyards has come an opening-up of ordering policy. 
West Germany is currently favoured by the Chinese but 
European yards in general have proved fairly competitive for 
Chinese orders. 

Cosco, over the past three years, has tried to develop a system 
of smaller provincial or city shipping companies to help take 
the pressure off the main ports such as Shanghai, Canton and 
Tianjin. The policy has worked fairly well in helping to relieve 
pressure on key ports and has also helped open up foreign 
investment to regions that would not have been as interesting 
— without the direct calls. Although the lines are supposed to be 
serving only China, many have expanded their services to 
" include regional ports and, in a few cases, have hooked their 
—— service into international routes by using Hongkong for the 


E transfer of cargo to a vessel making European calls. 
g> The tonnage used by the shipping companies is largely Cosco 
—-— hand-me-downs, but some recent Chinese purchases on the 
— international shipping market have been put into service on 


[^ these routes. So far, the only drawback to the system has been 
" that it is less organised than Cosco's own services and, since 

1 many managers operating the vessels have virtually no 
knowledge of international shipping practice, this often has 
resulted in unnecessary delays. Kl 





Dalian shipyard: one of four dwt ocean freighters. 
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_ By George Lauriat in Hongkong | 

y little more than a decade ago the Arab oil embargo, Some 60 million dwt of tankers were laid up and freight rates 

^ A coupled with a worldwide over-ordering of tanker — expressed in Worldscale (Wsc) — on the critical Gulf-to- 

e tonnage, caused a disastrous fall in tanker freight rates Europe route for VLCC-ULCC tonnage hovered at Wsc 40, 

—  — that signalled the beginning of the end of the supership's reign while ship-scrapping prices in the Far East stayed between 

m as the financial mistress of the seven seas. Since then, the tanker | US$120-135 for most of the year. 

market has had to adjust periodically to the changing nature of However, the figures may well reflect the beginning of a long- 

j the shipping slump. term gradual improvement in the tanker market. Laid-up 

The slump initially swallowed up independent shipowners tonnage is nearly the same as it was in late 1982 and well below 
who were badly overextended because of the shipbuilding spree; the 75 million dwt figure for May 1983. Scrap rates have 
later the depression began hitting traditional shipowners who remained relatively firm considering the acceleration in ship 
could no longer profitably employ their tanker tonnage; the demolitions, especially in VLCC and ULCC classes. Finally, 
number of long-term charters to oil companies expired and freight rates themselves reflect a definite, if not spectacular 
were not replaced. The slump also affected the different classes | improvement from the dim rates recorded in the first and second 
of tanker tonnage differently. The very large crude carrier quarters of 1982, which saw Wsc plummet to the low 20s. 
(VLCC) and ultra large crude carrier (ULCC) classes were However, the real optimism behind these figures is that they 
immediately struck, while smaller vessels were engulfed seem to reflect a genuine upward trend rather than a seasonal 
gradually as the depression rolled over the industry like a great adjustment (such as a severe winter) or a market reaction to a 
wave of red ink. short-lived economic or political event such as Iran's threat to 
Starting in late 1982, the tanker market began going through mine the Straits of Hormuz, the strategic waterway at the 

another structural'change but this adjustment could very well entrance to the Gulf. 
be the last before equilibrium between supply and demand is Part of the reason that the tanker market might be moving 
finally achieved in the industry. At first glance, 1983 did not towards real equilibrium is that the oil majors (including the 
look any better statistically than any other year during the slump | “seven sisters") are nearly all in the middle of major ship- 

| — certainly not good enough to suggest that the end to the reduction programmes. This represents a significant change in 

world's greatest shipping slump might be just round the corner. attitude by oil companies from the early days of the slump. 
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Independent tanker owners alleged that in those first days they 
were forced to bear an unfair amount of economic responsibility 
for the slump and that in their case — unlike that of the oil 
companies — the decision to scrap a ship meant scrapping a 
piece of the business for which there was no substitute. Oil 
companies on the other hand, traditionally chartered in long 
term a third of their tanker needs, chartered in on-the-spot (or 
short-term market) another third and made up the remainder 
from their own fleets finding, with the shipping slump, that it 
was more economic to employ their own vessels and to reduce 
their chartered-in tonnage. Oil companies also laid up many 
VLCCs and ULCCs as they assumed they had the economic 
muscle to outlast the slump. In 1981 this policy was reversed 
and among the majors Exxon, Shell British Petroleum (BP), 
Texaco and Gulf have all embarked on major ship-reduction 
programmes. 

Reductions in most cases have meant ship demolition rather 
than sale for further trading. The direct result of this reversal 
of policy was a tremendous surge in ULCC and VLCC 
scrappings that saw 22 of the mammoth ships go to the breakers 
in 1982 and more than 60 in 1983. What is so striking about 
these figures is that, as late as 1978, ship breakers were unsure 
how difficult the demolition of these huge ships would be. 

Many of the vessels that have gone to the breakers over the 
past two years are relatively new and many have been in layup 
for nearly all their lives since launching. Probably the most 
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graphic single example of this trend was the demolition of the 
555,051 dwt Pierre Guillaumat, the world’s largest purpose-built 
ship. The huge vessel was only six years old when it went to the 
South Korean shipyard for scrapping and was reportedly in 
immaculate condition because it had spent most of its life in 
layup. 

The scrapping of the Pierre Guillaumat was vivid testimony 
to the belief that short-term employment prospects for VLCCs 
and ULCCS are not good and would not be able to offset 
mortgage and layup costs. For many of these huge ships, even 
employment does not guarantee economic security for the 
owner as freight rates over the past four years have frequently 
dipped below break-even point. The extent of ship-reduction 
programmes underlines this situation: Exxon has reduced its 
fleet over the past three years from around 17.3 million dwt to 
a little more than 12 million dwt while Shell, over the past four 
years, has cut the size of its fleet from nearly 14 million dwt to 
slightly more than 10 million. Texaco and BP have also made 
major cuts: the former reduced its fleet over the past four years 
from 6.5 million dwt to around 3 million while BP reduced its 
exposure in the tanker market from 6.8 million dwt to 3.8 million. 

The reduction in tonnage has also been accompanied by a 
major reduction of chartered-in tonnage by the oil companies. 
Even as late as 1978 — five years after the 
slump began — Shell was chartering in 13 
million dwt while Exxon, BP, Texaco and 
Mobil ranged between almost 7 million 
dwt to 10 million. The majors were 
frequently chartering in 60-66% of their 
requirements but in recent years that 
percentage has been reduced to 25-30% of a 
very much smaller fleet. 


he impact of these cuts has been 
Ó MIL borne by independent 

tanker owners such as the Greeks or 
Hongkong's Sir Yue-kong Pao, the late C. 
Y. Tung and Wah Kwong Shipping. What it 
has meant in dollars and cents is that if a 
shipowner invested in a tanker in 1972 — a 
year before the slump — and sold it by 1980, 
the owner could expect a profit (including 
the resale value) of around 3.5 times the 
building cost. The same tanker bought in 
1974 (a year after the slump) and sold in 1982 
would probably result in a loss nearly twice 
the value of the vessel. It is this set of 
economics that has the independent tanker 
owners stuttering. Equally important is the 
fact that, even with the reduction of shipyard 
prices because of the slump, the replacement 
value of tankers sold or scrapped is often 10 
times the realised price on disposal. 

Despite the built-in pessimism of tanker- 
operation economics, the fact remains that 
the consumption of oil is likely to continue 
and even increase slightly with the easing of 
oil prices and that future demand in the 1990s 
is likely to be between 250-300 VLCCs and 
ULCCS or the rate that currently exists. Thus 
the main question is: when will fleet 
reductions bring supply and demand into 
balance? 

Shipowners, not without good reason, 
have treated predictions for the recovery of 
the tanker market with the same degree of 
credibility as those prophets who profess 
each year that the world will end. It is obvious 
that it will end one day but 10 years is a long 
time to wait for the right answer. 

Forecasts in 1980 predicted that by 1985 
the slump would end but that forecast has 
been revised to 1987. A more pessimistic 


37 





















































ti t ni e 
profit d 
CLIC changed the marke eld: ie 
ted bu nations (North Sea, Alaska, Mexico ar pipelines. 


and short hauls have cut into the profits ofl rger vessels 
öperating on longer routes. 

Under the current rate structure a tanker owner operating a 
VLCC or ULCC would probably want to achieve a freight rate 
of around Wsc 50 on a long-term charter to feelhehada — ` 
reasonable return on his investment. He would expect even . 
more if he was operating the vessel on the short-term spot 
market. Considering market conditions it would appear that — 
this is unlikely much before the late 1990s. It would appear 
that it will probably take not just a balance between supply and 
demand but an actual shortage to push freight rates up to a 
profitable level. 

Although an owner operating a newbuilding would faves to 
secure freight rates considerably higher than currently exist, 
the huge gap between newbuilding cc costs sani second-hand prices 


su ply and der and cóuld be reached very 

the scrapping programmes of the major oil companies 
$. The current scrapping schedule is taking ships out 
up that before have nearly always been released with each 
mprovement in rates and thus undercut any long-term 
mprovement in freight rates. The actual recovery of freight 
rates could take considerably longer and be much more gradual. 
During the slump there have-been many structural changes in 
the tanker business that would hold back increases in freight 
rates even after a balance in employment is achieved. 
Perhaps the most significant change is that oil-producing 
nations themselves have invested heavily in tanker tonnage 
to help with employment (no matter how small) and to save 
foreign exchange. The countries owning this tonnage are 
considerably less worried aren freight rates than an 
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TRANS-PACIFI FIC CONTAIN ERS 
he brink: eastbound's 
per than westbound 


( Peter Neibert i in San Francisco 
: contradictory actions by trans-Pacific container operators. 
, are both cause and effect of a sea change in the 
mal shipping market. Ocean carriers are soliciting some . 
'stbound business for as little as US$500 a container while on 
he buoyant eastbound sector lines are pushing through a rate- 
ecovery plan involving freight-rate increases averaging some 
095 between non-Japanese Far East ports and the North 
\merican West Coast. 
The westbound leg, which has traditionally carried lower 
umes than eastbound, is now depressed and has been for 
past two years. In contrast, containerships have been sailing 
1 100% load factors from some Far East ports to the US. 
lere are some signs that this route is now softening however, 
rend which should worsen as shipowners continue to assign 
more vessels to these routes. 
By end 1982, most major container carriers had joined the. 
stbound conferences from Japan to the US, but a renewed 
ment of uncertainty has been added by the decision of 
n '* Evergreen Line to withdraw from the Trans-Pacific 
ht Conference Japan/Korea. Elsewhere on the trans- 





tonnage. In other instances, they have brought into being new 

national-flag carriers to take vessels off the shipyard’s books: 

and, when necessary, to operate ships at a loss to avoid having 

to lay them up at even greater loss. 

Other new carriers, some with government backing, have 

been attracted to the trade by the easy capital terms of. entry 
attached to these ships. They gain easy entry now — albeit in a 
poor market — for long-term position in this strategic trade. 

Also, US laws encourage entry into the North American 
trades by repa es Fue bod "Tences — 
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| In other trade outside US ss er c liferences are usua 
| closed and fidelity agreements are more nearly enforceable. 
| Not surprisingly, most conferences i in the North American 
| liner trades are losing market position to independent 
| operators. Three years ago, in the westbound trade from the 
Pacific coast, the Pacific Westbound Conference (PWC) h 
n ; the. conference structure is already tottering on the 19 member lines competing against six substantial indeper 
k, as overall supply of container slots continues to increase carriers, The score has been shores reversed: 11 con 
aster than the total demand for service. ! indepe iden 
| 
| 
| 
| 
| 
i 
| 
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- Recovery from the world recession is being led by US 
onsumer demand. Asian manufacturers of consumer 
jerchandise have filled eastbound containers and ships sailing 
»wards North America. Even though the rate of economic 
ecovery is slowing somewhat, the US dollar continues to show 






use nde deus action i in inte modal services; ihe ocean = 
carriers frequently absorb a significant portion of the ship er” 
inland transportation costs in the US and Canada. > 7 
However, even with absorptions, intermodal services don not 
appear to be recovering any substantial business from non- 
conference carriers. The major effect has been to intensify 
competition within the conference. | 


"unexpected strength throughout the region which has retarded 
development of large-volume, low-value, price-sensitive raw _ 
aaterials that make up the majority of westbound container 
oes from the US to Asia — waste paper, scrap metals, feed 
5, lumber, resins and scrap plastic. 
Much of the increase in container-shipping capacity in the 
Pacific trades i is the direct result of excess capacity in the 
r ;. Would-be operators have been encouraged 
ery low prices and government-subsidised loans to order 
ips that i in the past could only be afforded by established . 
mpanies. Companies that invested in containerships ioi 
he: route some 15 years ago are now being forced to re-equip 
o compete with the greatly reduced costs-per-slot that these 
new ships are providing the newcomers. 
In some cases, the shipyards and their interested contacts in 
government and financial circles succeed in persuading 
itablished ship operators to take on some of this Eh anted 


the conference voted to permit broader application of 

independent action in local or port- to-port business as 
well as intermodal services. The intent is surely not to intensify 
compe Hon within the PWC forthe though that must De an 


4 t the PWC owners' meeting in PLADON last Senia 











necessity of this change i is more 
itself: already a mimoni factor. 
by in | 
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tankers-futures market. The basic principle behind the 
investment in the tanker market is that an investor buys at the 
bottom of the market and sells as the market improves. In the 
case of second-hand tanker purchases (mostly VLCC and 
ULCC tonnage) there are a number of wrinkles to the 
formula. 


he basic idea of the investment in tanker tonnage is to 


qe- - 


has opened up the possibility of investi in what amor ts to a. 
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(approximately US$1 million for every year in layup) in upkeep. 
The formula has attracted a number of brokers, mainly from 

northern Europe. So far, Wilhem Wihelmsen Shippinginvest 

and K/S Skipsfond A/S (SS), a joint venture between Uglands 


Rederi A/S, Fearnley Finance and Credit Service Management, 
have taken the plunge. The real attraction of the new shipping- 





investment schemes is that it uses the famous adage about 

successful shipping investment using OPM (other people's 

money) of Daniel Ludwig, the Texas oil-millionaire whose 

Universe Leader launched the supership era. In the current 

shipping slump it is difficult to squeeze out the sort of shipping 

capital readily available in the 1960s before the slump and 

institutional investment in tankers is probably the best substitute 
available. However, even shipping-investment schemes are 

based on one critical assumption: that the tide has finally turned ! 
and that the shipping slump is slowly but surely ending. E 


treat it like any commodity with the shipbroker acting as 

owner by using funds invested by partners and institutional 
investors. The price of the ship is generally just above scrap 
value and, if the broker can secure a charter to help defray the 
investment costs, the ship is operated but essentially the broker 
is waiting for a slight rise in either the actual value of 
second-hand ships or in scrap prices. At this point he unloads 
his investment and hopes to secure a profit of something in 
excess of 20% to justify the tying up of around US$4-5 million 
in direct costs and potentially another US$5-6 million 





the newest members of the 
conference; they had the least 
claim on conference-shippers' 
support and were obliged to 
compete on a rate-equal basis with 
the established conference lines. 

At work in this case was the 
implicit trade-off of reduced 
market share for enhanced trade 
stability. However, the trade 
stability did not extend too far 
beyond the Japan market for too 
long. Much of the former 
independent lines' container 
capacity, which became excess to 
the rationalised Japan trade, was 
shifted to the smaller but price- 
accessible markets of Taiwan and 
Hongkong. The infusion of 
increased capacity into a smaller 
market developed highly volatile 
and intense price competition in 
an area where the carriers were ill- 
equipped to deal with the 
situation: in this Chinese market, 
none of the Chinese lines belong 
to any of the conferences or rate 
agreements to the US. 

In last September's meetings in 
Singapore, the complex 
eastbound-rate agreements from 
Hongkong and Taiwan to the US 
were restructured around 
simplified conference agreements 
with new independent-action 
provisions. The new provisions 
are subject to US Government 
approval which is expected to be 
forthcoming. However, the 
restructured agreements have not | 
attracted any new members: in | 
fact, one major Japanese line has 
given notice of resignation in | 
earnest. 

The container carrier in the 
North American trade today has 
the prospective choice of accepting a US$500 revenue load of 
wastepaper or returning the container empty to the Far East in 
anticipation of a less-than-certain eastbound booking. 

Shipbuilders, bankers and bureaucrats might have the | 
container-shipping industry in a death-grip. though probably | 
none of them would really want to have the responsibility 
problems. However, if a suitable take-over prospect were 
presented to major shippers or shipper groups, they might 
consider it an opportunity. D 


sy 
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ScanDutch Nihon: first containership in Far East service. 


flag carriers in their home markets, the PWC is allowing its 
members increased rate-making flexibility to keep them in the 
conference fold. 

In the eastbound trades from Asia to North America, the 
problem is a little different. Last autumn most of the major 
independent carriers serving Japan joined the eastbound 
conferences covering traffic from Japan to the US. 
Consequently, the former independent lines, which had 
developed market positions based on rate advantage, became 











T 
E 


tN gab AL Se GR! dane 
; r 


SoS 
z R 
E wu 


YET 


nie on 


f » ec 























i 7 v 
Pe a al 





1 - 
- € 


shtmares abo 


y r R n 2 | 2 
"TA .' E E P” ee + 
ae we eee € WE . 
j. E T v à " Yi E 3 


* "X 


i 


N 


" = 
ro Pel ei, 
. 


By A Correspondent in Hongkong 


rough tally of 20-ft equivalent unit (teu) capacity 
A indicates that about 25% of the world’s container- 


carrying liner ships are owned by companies in the Far 
East. This proportion can be expected to grow over the next 
few years as more operators of traditional break-bulk ships 
upgrade their fleets and the Japanese face the prospect of 
deregulation of their business. This growth is likely to cause as 
many problems as it gives advantages, however; despite liner 
operators’ reports of 100% load factors last year, over- 
tonnaging of the main trans-Pacific trades is currently estimated 
at 70-100%. Periodic bulges in demand and substantial rate 
increases proposed by the main liner conferences have done 
little to hide the fact that liner companies face a tough year 
ahead. Added to this is a new element that came on the scene 
on 6 October last year — the United Nations Conference on 
Trade and Development (Unctad) liner code. 

Despite reams of paper that have been devoted to the subject, 
the Unctad Code of Conduct for Liner Conferences has had 
very little effect on Asian liner companies so 
far. In 1974, when the code was adopted, about 
95% of all liner shipping was organised by the 
conference cartels: today, that proportion is - 
down to about 60%. Non-conference liner 
companies — the so-called outsiders or 
independents — are mentioned just once in the 
code’s articles and only then in passing. It will, 
it seems, take another convention to determine 
whether outsiders are subject to the cargo- 
sharing provisions. In the meantime, the 
outsiders — a large proportion of them Asian 
— will remain untouched by the code per se. 

The Japanese shipping company Nippon 
Yusen Kaisha (NYK) has estimated that, 
notwithstanding the outsider issue, only about 
10% of world trade has come under the aegis 
of the code. Once Japan has ratified it later 
this year this percentage can be expected to 
rise a little but, with European Economic 
Community countries agreed on dis-applying 
it to their trades, the United States adamantly 
opposed to the code in any shape or form and 
most other OECD countries still some way off 
preparing the necessary legislation, progress 
will be slow. 

In the meantime, some countries have picked out the code’s 
suggested cargo-sharing formula of 40:40:20 (20% cross-traders’ 
share) and arbitrarily applied it to all its trades, whether or not 
the trading partner is a code signatory. In the case of the 
Philippines, which has been implementing such a policy since 
May 1982, cargo reservation has done little to increase the 
liftings of its own-flag ships on its main trade to the US. Ina 
seven-month period last year, Philippine liners carried less than 
20% while US shipping companies immediately stepped into 
the vacuum left by the excluded cross-traders and increased 
their share to just under 60%. The US Federal Maritime 
Commission (FMC) is now in the equivocal position of 
threatening the Philippines with trade sanctions unless it opens 
up the route to cross-traders once more. 

FMC’s obsession with free access to liner trades — or more 
accurately, the application of US anti-trust legislation to liner 
shipping in general — has caused problems for the Japanese as 
well. Ocean-going liner shipping in Japan has been the almost 
exclusive preserve of the six majors since they were formed in 
the great reorganisation of the Japanese shipping industry in 
1964. Since 1968, when the country's main trade route to the 
US West Coast was containerised, the majors have been 
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ut huge 
new shikumisen deals 








'venue and conducting 
agency business on a mutual basis. 
. In August last year, the six partners 
— NYK, Showa Line, Mitsui OSK 
Line (MOL), Y. S. Line, Japan Line 
and K Line — were informed that their 
applications to FMC for a five-year 
extension to this agreement had been 
approved, but with certain provisos. 
Exemption from anti-trust proceedings would be given on 
condition that the revenue pool was discontinued from 1 
November and the total combined capacity of the ships frozen 
at its level as of 19 August. 

The reasons given by FMC for its decision were that, in its 
view, the space-charter agreement tended to restrict free 
competition among the Japanese themselves and did not 
contribute to the easing of over-tonnaging of the Far East — 
US West Coast (USWC) route. These arguments had some 
merit: the joint service had enabled the three smaller majors to 
stay on the trade and the lines were in the process of replacing 
some of their older 800-1,200 teu ships with newbuildings of 
1,800 teus. Nevertheless, FMC has also played itself into the 
hands of MOL which, since 12 March last year, had been trying 
to break up the agreement on the grounds that it prevented the 
six members from adopting a flexible response to increased 
competition from US and Taiwan lines. 

Under the existing agreement on the Pacific-Northwest an 

















Pacific-Southwest, the Japanese had not been permitted to 
make calls at non-Japanese Far East ports, nor had they been 
able to alter the frequency of one sailing every four days to 
meet periodic fluctuations in demand. MOL had argued that 
the majors had to have complete flexibility in scheduling, 
together with much larger ships in the 2,500-3,000 teu capacity 
range to compete with the proposed round-the-world services 
of US Lines and Taiwan's Evergreen Line, which are awaiting 
delivery of massive series orders for 4,000-teu and 2,700-teu 
newbuildings respectively. 


the stalling tactics of two of the partners, Japan Line 

and Y. S. and enable MOL to push through a 
compromise alternative plan of three two-line groupings. On 
15 January, the six lines filed an application with FMC for 
approval of these new groupings, having earlier reached an 
agreement privately with their US competitors on their right to 
bring in larger tonnage. It is also understood that NYK and 
Showa — together with Korean Marine Transport Co. — are 
starting a combined service from South Korea, Taiwan and 
Hongkong to USWC. 


T he effect of the FMC's August bombshell was to break 
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later in June 1982. It seems to be MOL’s aim to combine these 
joint sailings with the two-line, space-charter agreement service 
out of Japan which it is on the point of establishing with K 
Line. 

In fact, FMC may well have opened up a Pandora's box when 
it shook up the Japanese on their most important liner-trade 
route. For some two years now, the Japanese Shipowners' 
Association has been pressing the Ministry of Transport for 
means to compete more effectively with its US and Far East 
rivals. The break-up of the USWC service and losses now being 
experienced on the route to New York have prompted the 
ministry to set up an Ocean Shipping Study Group, which has 
been formulating a new policy towards shipping since 
September 1983 to be submitted to the Council for the 
Rationalisation of Shipping and Shipbuilding Industries early 
this year. Among measures that have been debated is the 
introduction of 18-man crews aboard modern containerships as 
standard, rather than as an experimental reduction from the 
32-man crew which is the present norm — or the chartering in 
of flag-of-convenience ships to effect the same cost 
savings. 

The prospect of the Japanese using their devastatingly successful 
shikumisen system (see Maritime Hongkong) in their liner trades 
is one that should bring nightmares to their competitors. For 

he past 20 years it has been taken for granted that, whatever 


arriers: the companies are starting a joint service. 





tactics they may employ in their bulk trades, the Japanese have 
always been respectable using domestically registered ships 
and joining conferences. There are already signs, however, 
that this will not be the case forever. MOL tied up a shikumisen 
deal with Hongkong's Wah Kwong last year on a 1,900-teu 
newbuilding due to be delivered in December this year for a 
five-year time-charter. The company has also already chartered 
in another similar-sized foreign-flag ship as its contribution to 
the joint Oasis service to the Gulf. 

The tightly knit consensus approach to shipping which was 
adopted by the Japanese following the amalgamation of 
numerous lines into the.six majors in 1964, may now be in the 
process of breaking up. In South Korea, however, it may be 
just beginning. After years of subsidising the country's liner 
companies and largely ineffectual attempts to prevent undue 
competition between them, the Korea Maritime and Port 
Administration (KMPA ) has announced a nationwide 
rationalisation plan. Some 70 ocean-going companies are to be 
merged into units of at least 1.3 million gross registered tons 
(grt). Containership operators will be required to form units of 
at least 1 million grt or 300,000 grt if more than five companies 
amalgamate. In return, the government will provide a maximum 
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. five years’ grace period on loan repayments and foreign- 


exchange loans to help pay interest on ships purchased abroad. 
By the end of this year, KMPA estimates that about 50% of 
South Korea’s imports and exports will be carried in domestic 
ships, which will total about 7.5 million grt at that stage. 

Taiwan, which frequently comes in for criticism by Europeans 
for the allegedly predatory rates its lines offer, is still trying to 
build up to a 40% share of its own cargoes carried by its own 
ships. Evergreen, which at one point last year had a staggering 
total of 24 new containerships on order, has only two of its fleet 
registered in Taiwan. The Tung group’s Chinese Maritime 
Transport, which uses the Orient Overseas Container Line 
(OOCL) trade name, is Taiwan’s national-line member of the 
Far Eastern Freight Conference (FEFC); only three of its ships 
are registered locally. 


now pressing the two lines to bring more of their 

tonnage into the domestic registry and it seems that, by 
the end of the year, Evergreen is likely to have complied, with 
a substantial portion of the 10 ships soon to be delivered from 
China Shipbuilding Corp. in Kaohsiung. OOCL plans to have 
four ships transferred to Taiwan by the end of the first quarter, 
but the company may have left it too late: Yangming, which is 
government-owned, is increasingly coming to be recognised as 
the national line of Taiwan. Last year it 
was revealed that formal discussions between 
FEFC and Yangming, which entered the 
Far East-Europe trade last year, had taken 
place in Hongkong. Although it is not 
thought that Yangming has accepted the same 
tolerated outsider status taken by Evergreen 
in 1982, the line's rates appear to have 
settled at a uniform 10% below those of the 
conference. 

OOCL is now largely considered as a 
Hongkong-based liner company and as such, 
is by far the largest in the territory. There is 
talk of OOCL starting its own round-the-world 
service to compete with Evergreen and US 
lines and the company certainly appears to be 
gearing up for that possibility. Two 2,500-teu 
newbuidings have been ordered in Japan for 
mid-1985 delivery and, by July this year, its 
three ex-Seapac turbine ships will have been 
re-engined with the latest fuel-efficient Sulzer 
RTA diesels. OOCL has also submitted 
applications to the Taiwan Government to 
build one containership of 4,000-teu and one 
of 2,800-3,000-teu. 

Hongkong's second-largest liner company; 
Hongkong Islands Line is also likely to acquire additional 
tonnage this year, but only after narrowly avoiding bankruptcy 
by selling a 60% stake in its company to the property developer 
New World Development. The smaller Afea Line, which 
specialises in the African trades, has taken advantage of US$23 
million loans from the Bank of China to order four 500-teu 
newbuildings from Peking's Zhonghua yard. Delivery started 
in December last year. 

While a number of foreign owners have ordered ships from 
the yards of the China State Shipbuilding Corp., its national 
line Cosco has continued to get its newbuildings from abroad. 
Extremely favourable financing terms from West Germany 
prompted Cosco to place orders there for six 1,150-teu 
containerships early in 1981: these have now been delivered 
and are replacing the line's Japanese-built multi-purpose roll- 
on/roll-off on the US West and East Coast services that was 
opened up at the end of 1982. Last year, Cosco ordered nine 
more of this design from West Germany to augment its new 
non-conference service to Europe which started in 1983. A few 
may be put on to US service as well but, with the breakdown in 
talks on a new bilateral shipping pact with the US, this plan 
might have to be reconsidered. 


T aiwan's Ministry of Navigation and Transportation is 
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MARITIME HONGKONG 


No more buccaneering 
after 1997, my hearties 





By George Lauriat in Hongkong 


6] have in vain sought for one valuable quality in Hongkong. 
There are other good harbours around and for 200 years we 
have not found the want of such. I can see no justification for 
the British Government spending one shilling on Hongkong.? 
R. M. Martin. 1844 
Report on the Island of Hongkong 


factories in Canton — a special foreign-trade zone on the 

island of Xiamen in the Pearl River — and their residences 
in Macau and moved to Hongkong, they did so with great 
reluctance. The founding of a British colony on the barren island 
was the dream of Royal Navy Captain Charles Elliot, who was 
both head of the British forces in the area and chief 
superintendent of trade. He was also a consummate seaman 
who could envision Hongkong's exceptional natural harbour 
full of ships participating in China's entrepót trade. Elliot, never 
popular with the British 
trading community, was 
soon relieved of his 
command and eventually 
posted as ambassador to 
the dusty and short-lived 
Republic of Texas. 

During the next 155 
years, Hongkong 
developed into one of the 
world's most complex 
shipping centres boasting 
the world's third-largest 
container port, a huge 
regional feeder-service 
trade, the China entrepót 
trade that was always 
anticipated, ship 
chandlering, ship repair, 
ship building, major 
shipping-investment 
programmes, offshore-oil 
supply and support and 
one of the world's largest 
and liveliest shipowning 
communities. Although 
Elliot would have been 
pleased with the accuracy of his vision, he might very well have 
disapproved of the way in which it was all achieved. 

The buccaneering spirit of Hongkong shipowners has always 
provided the impetus behind the colony's maritime growth and 
provided Hongkong with a special kind of resilience to 
adversity. Hongkong shipowners from the very beginning sailed 
close to the wind, occasionally flaunting the rules and 
regulations and gambling for a big profit when the opportunity 
presented itself. It was the type of atmosphere that fostered 
intense rivalries such as the Dent and Jardines collisions of the 
1840s and, more recently, that of the world's two largest 
shipowners, Sir Yue-kong Pao and the late C. Y. Tung. 

The maritime development of Hongkong was not easy. The 
opening of the treaty ports shortly after the opium wars diverted 
the China trade to direct calls and Hongkong was frequently 
plagued by typhoons, piracy, disease and the British Foreign 
Office which often seemed to be less competent with each 
passing mile East of Suez. Nearly all these catastrophes occurred 
time and time again in various forms but Hongkong prospered 


42 


I: 1842 when the old China hands left their so-called 





Sir Y. K. Pao and friend: special resilience, rivalries and bitter memories. 
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and by 1983 had 60 million dwt of owned ships, a container 
port handling nearly 2 million teus (20 ft equivalents) and a 
port whose total cargo handling amounted to nearly 40 million 
tonnes. 

Although Hongkong’s shipowning community dates back to 
hongs like Jardine Matheson and Swire, the real expansion of 
shipowning in Hongkong came with the fall of Chiang Kai- 
shek’s Kuomintang government in China in 1949 and the 
subsequent exodus to the colony of Chinese businessmen who 
came any way they could. Tung boarded one of his vessels and 
led his flotilla of 11 small cargo vessels to sanctuary in 
Hongkong. Many like Pao had relatives detained in China who 
were not released for years or in some cases disappeared without 
trace. 

At the heart of this great exodus was the belief that sins 
as they had practised it in China, could not exist under a 
communist regime, no matter how benevolent that regime might 
be. Although Hongkong 
was a British colony and 
certainly not China, it 
offered an opportunity of 
continuing to do business 
with the same 
enterpenurial flair as 
businessmen had 
exercised in Shanghai and 
other cities. Many of the 
future shipowners of 
Hongkong had very 
different businesses in 
China: banking, cigarettes 
and manufacturing all 
eventually led to 
shipowning in the 
colony. 

The great attraction of 
shipowning in Hongkong 
was the fact that no one 
had any idea how long 
they would stay and ship 
represented the ultimate 
mobile asset, should 
Hongkong itself be 
threatened. The choice of 
shipowning as a business had several other advantages. 
Shipowning did not place a Chinese businessman in direct 
competion with the traditional hongs and involved relatively 
little capital when compared with other industries such as 
textiles. In the days immediately following World War II, some 
shipowners got their start by buying mass-produced Liberty 
and Victory ships at slightly more than European scrap prices 
and arranging cargo for the outward voyage to the Far East. 
The ship was often sold at a higher scrap price — in either 
Taiwan or Japan — than Europe. Freight charges on outward- 
bound cargo represented pure profit. 


particularly those businessmen who left Shanghai just 
before the fall of the city to communist forces — the issue 
of 1997 (when Britain's lease on the territory expires) brings 
back many bitter memories long submerged. The idea that 
Hongkong with all its institutions is to be turned back over to 
China represents a much greater threat to the highly 


F: the generation that was forced to leave China — 
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Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 
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An the best is in the 
Peugeot 505. As one of 

the earliest manufacturers of 
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Automobiles, Peugeot spent | 
years in research and develop- 














ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
























You've flown in the lap of luxury. 


You've been offered a choice of the best food from 
around the world, eaten off Noritake China, and flown in 
ne of the world's most modern aircraft, but the Saudia 
"xperience isn't over. . 

You're about to land at King Khaled International 


Airport, Riyadh, the most advanced airport in the world. 


The airport has been designed to maximise comfort 
and efficiency. 

Using our air bridges, passengers alight straight from 
the plane into spacious air-conditioned terminal building: 
and with the latest computerised ticketing and baggage 


control facilities, your waiting and transfer times are cut tc 
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Now land in it. 


minimum. Saudia has its own terminal at Riyadh, and is 
ae only airline that can link you with our 22 other dom- l i 


stic destinations. 
King Khaled International Airport is now open to 
he world. SAUDI ARABIAN AIRLINES - MEMBER OF THE IATA 
Welcome to our world. Aq pA 


Let Saudia fly you there. 





Announcing 


The Less Than 
5,000,000 Btu/Ton 


Ammonia Plant 


A New Kellogg Breakthrough 
in Energy Efficient Ammonia Production 





Twenty years ago, Kellogg introduced modern 
ammonia production technology. 


Today, a new Kellogg ammonia process is the 
most energy efficient design available anywhere. 
The new energy-saving Kellogg ammonia process is in 
successful commercial operation. It requires less than 
25,000,000 Btus per ton of ammonia. This highly 
significant breakthrough is cost effective with gas 
valued as low as $2.00 per million Btu. 





With more ammonia plants to its credit than any 
other firm, Kellogg now offers the world fertilizer 
industry a proven design that provides a level of 
energy efficiency never before achieved. 


For more information on Kellogg's new ammonia 


process, call or telex: 


The M.W. Kellogg Company 


A subsidiary of Kellogg Rust Inc. + one of the Signal Companies 
World Headquarters - Three Greenway Plaza - Houston, Texas 77046-0395 - Telex-762556 


Branch and Affiliate Offices: 
London-8813451 - Amsterdam-12205 - Hackensack-134515 - Los Angeles-18-2971 - Paris-610 355F 
Singapore-RS33417SINKEL - Edmonton-03-741616 : Beijing-KELP 22123 
Al-Khobar-670199 BPKLAK SJ - Dubai-48745 KMEL EM 
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‘break into the very closed circle of 


individualistic style of business characteristic of Hongkong 
shipowners than it does the business community as a whole. 
Hongkong shipowners have a relatively small investment in 
Hongkong compared to the total assets they control. 

Approximately 80% of Hongkong’s 60 million dwt is under a 
flag-of-convenience (FoC) registration, a vast majority of this 
tonnage being registered in either Panama or Liberia. The 
advantages of FoC operations in Hongkong have been 
tremendous: they have given the Hongkong owner the flexibility 
to choose his crew, move capital with a minimum of restriction: 
and — for the less scrupulous — FoCs (especially just after 
World War II) were allowed the minimum ship-safety 
standards. 

. The sum total was that the FoC operations gave Hongkong 
owners the ability to start a fleet with relatively little money 
and Hongkong's unique position and lack of government 
interference in business allowed shipowners to build up 
substantial fleets relatively quickly. The two main hurdles 
Hongkong shipowners had to face in the early days were access 
to international financing and shipyards. In the 1950s — and 
even into the 1960s — it was not easy for a Chinese shipowner 
to get international financing on a newbuilding. 

Tung, who was the mandarin of Hongkong shipowners, went 
outside Hongkong to secure financing for his first newbuilding 
while his rival Pao established a working 
relationship with the Hongkong and 
Shanghai Bank. In Pao's case, effectively 
he was the first Chinese shipowner to 


foreign-shipowning interests. He 
accomplished that break-through with 
the aid of Wheelock Marden — his first 
attempt at securing help from Wheelock 
Marden resulted in Pao and John Marden 
exchanging words, not signatures — and 
the Hongkong and Shanghai Bank. 


he importance of Pao's and 
T Tung's efforts in opening up the 

world of international shipowning 
to Hongkong shipowners cannot be 
underestimated. Pao became the 
foremost exponent of the shikumisen 
form of ship financing which allowed huge 
development of fleets in the colony. Tung, 
though he never used exactly the same 
method of formula financing, 
accomplished much the same using his 
international contacts and near-total 
dedication to the art. of shipowning. The 
result was that Hongkong slowly became 
an international ship-finance centre, 
probably ranking only behind New York, 
London and Tokyo. 

The shikumisen method used by Pao was the largest single 
factor behind the huge expansion in Hongkong-controlled 
tonnage in the period 1965-75. The essence of the system was 
that, during the post-World War II boom in Japan, Japanese 
shipowners found that they were unable to supply enough ships 
to serve the expanding Japanese industries. Simultaneously, 
Japan's shipyards had recovered from the devastation of the 
war and were hungry for ship-export orders. Hongkong 
shipowners fitted the solution to the problem perfectly: the 
system was relatively simple and was attractive to the 
international banking community. 

A Hongkong owner would purchase the ship from a Japanese 
yard using Exim credits and charter the vessel to a Japanese 
shipping corporation on a long-term basis. From the Japanese 
point of view it was ideal as it involved a minimum of direct 
financing by the Japanese shipowner — the Japanese banking 
system not being geared to international-shipping finánce — 
and offered the cheapest method of operation as vessels could 
be registered under FoC which allowed the use of cheaper crews 
from such countries as the Philippines, Indonesia and India. 
Hongkong shipowners also benefited from the arrangement 
because it allowed a massive expansion of tonnage against 
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secured charters using relatively little of their own money. 

The main weaknesses in the system — not apparent in the 
1960s — were what would happen if the Japanese shipowner's 
own charters failed because of the state of the shipping market, 
or what would happen to FoC tonnage with the push through 
the United Nations Conference on Trade and Development 
(Unctad) towards a more equal and representative distribution 
of world shipping services. 

The massive influx of shipping tonnage gave Hongkong 
owners the opportunity to make fortunes that even the Greeks 
had to envy. As in the past, Hongkong owners frequently sailed 
close to the wind. One method some Hongkong owners used 
to collect extra money was through the performance clause in 
the charter. Normally this clause specifies a bonus will be paid 
if the ship performs above a certain set of fuel-consumption 
and speed requirements. However, performance figures are 
relatively easy to falsify and the resulting bonus frequently is 
the difference between a successful and very successful charter 
party. 

During the building boom, control over the actual building 
berths also became a very important source of extra income. 


The harbour: the shipowners' investment there is relatively small. 


The value of a ship, particularly a tanker, during the heyday of 
the shipbuilding boom was increasing nearly every day and 
some owners would simply sell the rights to their newbuilding 
to a shipowner who would take over the construction of the 
vessel. What made these deals particularly lucrative for a 
shipowner was the fact that the cancellation could be arranged 
outside the public company. 

The reputation for making money out of shipping also worked 
against Hongkong shipowners. In Europe and the United 
States, the Hongkong shipowner was often characterised as 
simply a man who provided ships for Japanese shipping interests 
or who had a lot of second-hand vessels he squeezed for a profit. 
This feeling became obvious during the takeover of Furness 
Withy — a traditional British shipowner — by the Tung group. 
Shipping circles in Britain openly speculated whether the group 
could handle the acquistion, pointing out the lack of assets and 
management experience that they considered was the problem 
with Hongkong owners. 

In some ways the criticism was valid. Hongkong owners had 
developed a form of shipping that was closer to ship 
management than shipowning. This meant that Hongkong 
owners were often open to the allegation that they did not really 
know how to manage their ships. However, the other side of 
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Taking to the skies 


AS? Terminals of Hongkong is building a HK$1.5 billion 
(US$192.31 million) six-storey container-freight 
terminal, the first structure of its kind in the world, on 
the Kwai Chung site of Sea-Land Orient’s terminal. 

The entire project, which will dwarf all other Hongkong 
buildings in capacity — if not height — is scheduled for 
completion in July 1986. 


the coin was that Hongkong owners were (and are) superbly 
adept at handling cash flows which have allowed them to survive 
the shipping slump in very good order. 

The dependence that Hongkong shipowners have had on 
Japanese shipowners and shipbuilders has been both the 
colony’s boon and bane. Shikumisen ships allowed Hongkong 
owners to build up huge fleets with the minimum of exposure 
but also locked the colony’s shipowners into a system that has 
been hard to dismantle, despite the fact that it has not really 
been effective since the mid-1970s. The main weakness in the 
shikumisen system has been its failure to take into account the 
possibility that the Japanese shipping company might not have 
the business necessary to employ the ships and thus pay the 
charter fees. 

This problem came to a head in 1978 when Japan Line asked 
for a moratorium on ¥29.8 billion (US$127.35 million) in debts 
and threatened to go bankrupt. Almost certainly, a bankrupt 
Japan Line would have brought down Pao’s World Wide group. 
However, the real guarantee behind the shikumisen system 
was that it was backed by Japan Inc. and a consortium of 
Japanese banks bailed out the company. However the Japan 
Line crisis sent Hongkong owners looking for new partners — 
a process that still continues. 

The problem with the shikumisen is that taking the deal apart 
is nearly as difficult as putting it together. The main problem 
with dismantling the system is that one of the parties will take a 
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The area under the podium — standing on several 
hundred 50-ft stilts — will be able to store 1,800 containers 
on only eight acres (3.2 ha.) of land. The 1.5 mile-long, multi- 
floor, multi-lane wrap-around (two up, one down) traffic 
ramp will provide full vehicular access to each floor with a 
gentle gradient of 4%, making every floor a ground floor. 

Each is divided into two separate container freight 
stations with a common roadway; there will be parking 
space for 100 40-ft containers while the roof will have 
30,000-sq.-ft parking space. 


loss. The loss may simply be on paper but ultimately one party 
will not receive the projected value of the ship. 

In 1983 there was the sale of the World Endeavour, a World 
Wide very large crude carrier (VLCC) on long-term charter to 
Kawasaki Kisen. The purchase of it was the result of the 
problems of chartering by the shipping company. Kawasaki's 
decision to buy the vessel came as a result of the expiry of the 
charter of one of the company's own VLCCs to the Japan 
National Oil Co. (JNOC). The World Endeavour was itself on 
charter to JNOC through Kawasaki and the Japanese shipping 
company decided to cancel the ship's long-term charter and 
pay the penalities while substituting its own vessel on the vacant 
charter. However, the offer was reportedly countered by a 
proposal to sell the vessel at a price that included penalty fees 


in the purchase price of the ship. 
T Hongkong owners have tried a variety, including 
charter-back deals with hard-pressed Scandinavian 
shipowners and, more recently, joint ventures with developing 
countries. This latter option has been particularly attractive to 
Hongkong owners because of pressure on FoC operations as a 
result of Unctad initiatives. Hongkong owners are more exposed 
to the question of genuine link — the concept that there should 
be a real link between the ship's registration and the nationality 
of the ownership — than nearly any other shipowning 


he choice of new business partners is difficult. 
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; d to take over Hongkong. The port has been an 
economic haven for shipowners and the decision will be based 
mostly on what China promises in terms of government policy 
towards business. Business as usual is the main point of 
contention but it is hard to imagine China maintaining a hands- 
off policy when that policy would almost certainly mean that 
the Chinese Government would not receive any direct benefit 












test trough in the shipping cycle, magnified by 
-wide recession and spiralling interest rates, has 
ken a heavy toll on the republic’s mainstay maritime 
— shipbuilding, repairing and chandlering. as well as 
ing itself. Laid-up vessels accumulated in record numbers 
hore anchorages of this second-largest port in the world; 
books thinned alarmingly at shipyards and drvdocks; 
tonnage seemed likely to decline on board the national shipping 
fleet and port throughput to increase only modestly. 
Trends in which the industry as a whole found some comfort 
seemed not necessarily geared to Singapore's advantage. Falling 
gil prices, which promise cheaper bunkerage, also undercut - 
- Singapore's role as an oil port and as a builder of rigs and tenders 
for the offshore oil-drilling industry. Port development 
elsew: ‘Asean comes at Singapore's direct expense in the 
short run, though the republic might benefit over the long term 
from the regional increase in shipping traffic. 
^ Asa result, marine-based shares on the Singapore stock 
' exchange — including several once-proud blue chips — have 
had to weather some rough sailing last year. Interim earnings 
at half-time 1983 were off by 4595, 8395, 6396 and 10794 






















, for instance, has tried to diversify into property — 
roubled sector in Singapore — but remains heavily. 
trated in its relatively narrow offshore-oil specialities.. 
Earnings in the near future will be buoyed by the first tricklings 
-of an eventual M$167 million (US$71.4 million) in revenues to 
flow from the Damansara project it is building in Malaysia for 
Shell Oil. But analysts fear that the company’s long-term 
performance is hostage to the unpredictable vagaries of the oil 
market. | | | : | 
Fel is highlighted by industry sources as another shipbuilder 
whose order book is nearly played out. Although old contracts 
; should keep the company profitable through the first half of 
this year, no new jobs àre clearly visible on Fel's horizon. Two 
iet contracts of undisclosed size, however, introduced a 
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hether to leave or stay in 1997 when the Chinese 
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are one possibility. To a degree, that 
with the joint-venture United Ship 
between World Wide, Hongkong. 
Industrial Bank of Japan and the € 
Corp. and National Chartering 
supply-boat joint ventures that 

- However, joint ventures with i 
be a real substitute for the free-wheel 
characterised Hongkong shipping deals. 

‘that Hongkong shipping will gradual! 





















possible moment. In many respects, this prc 
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shipping and in 1997, with a last Jolly Roger gasp. 
disappear. ja | 








Meanwhile, Fel's positive near-t 
contribution should provide 
to earnings at its parent 
Shipyards. m 
















which might have had much to do with attracting Keppel's 
attention, seems unlikely to be repeated soon. In fact group. 
profits were down by 79% at 1983's interim, buffeted by —— 
business setbacks and foreign-exchange losses in Australia ply 
a slump in liner bookings. Analysts base their cautious opti 
about Steamers more on the appreciation of its prime-sited.— 
headquarters building than on any sharp or early upturn in its: 
shipping revenues — a sad commentary on industry 
prospects. | 
Whatever Steamers contributes 
Keppel, at least it can help keep it: 
busy servicing its fleet — no small ca 
job-scarce docklands. For the rest of 
must chase more aggressively a 
rather than relying on the majo 



















relying on diversification to reverse the 58% year-on-year 
earnings decline it registered in 1982. Rather, it hopes to 
the recovery tide by sticking to its main areas of en | 
freight-liner services and ship chartering. Regional sl 
the bread-and-butter of the liner operation from whi 
traditionally draws nearly 85% of its business, should: 
as the area's economies rebound from recession, dire 
predict. But analysts fear that the company's immedi 
prospects are clouded by the continuing depressed i 
charter services. | | 
Sembawang Shipyard, which showed the worst dec 
earnings at the 1983 interim, has also been the most: 
its pursuit of new business to stave off further losses. First; 
landed a S$21 million (US$9.9 million) contract to buida 


refrigerated cargo ship for South Korea's Hyundai Group; ^ 










fors 


















Ro FB 
a. 









of the revenues for this job will not flow for another couple 
years, though. Much quicker returns are expected from a S 
million contract (awarded to its Sembawang Engineering s 
company) to build three separation units for offshore-oil : 
exploration in New Zealand. The 100-tonne units are due for 
September delivery. E 

To provide diversification and an assured streanr o 
building and repairing work for its yards, Sembawang 





















ento cruise | ! | 
and Malaysia. Further afield in the Asean 
is considering undertaking a US$50 million 
ai Government wants built 170 kms east of 













that the Th 





yk. | 
n some smaller, private marine-related firms from 

gapore have successfully pursued business in the region's. 

er developing states. Baker Marine Pte, for instance, landed 
S$36.8 million, 18-month sub-contract from Mazagon Docks 
Bombay to supply technically sophisticated elevation 

pment for two jack-up oil rigs to be built for India's Oil 
Natural Gas Commission. Even China has provided jobs 
local maritime specialists like marine-engine repair company 
talock Pte, which will provide more than S$1 million worth 
'engine-refurbishing equipment to the Shanghai Ocean 
hipping Voyage-Repair Dockyard, plus specialised trainin g 

r 10 Chinese shipyard workers. 

But while many established maritime firms rushed to diversify 
of the sector others, from collateral industries, actually 






















nations. i 
ch inefficiency can no longer be tolerated. Indonesia plans 
equire more and better ships as well as shipping facilities 
g the next five-year economic plan (beginning in April) 
nplement a rationalised system of shipping services. 
protection of domestic ocean-going lines from foreign 
titors will continue, there is realisation that management 
companies needs great improvement. 
esia's shipping capacity has been increasing but the 
'e age and the low productivity of the fleet have been 
vbacks. Statistics are unreliable but the just- 
3 b y that the crucial inter-island 
4596. 
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upping as well as pioneer-route ~ 

s. carrying dry cargo and passengers, 
registered ships. The next 

ying, internal and external, - 
basic materials such as cement 
ps in domestic service saw a 
nnage in the five years to 1983 
fortunate mis- 

yg carriers were built even while 
up on log exports and, being 

s have become a heavy liability 
. Ocean-going general cargo 
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SMS confidence might not be misplaced: the Portof —— 
Singapore has registered an estimated 5% increase in — 


throughput (to 41.4 million freight tonnes) over 1983, with 


containerised throughput increasing even faster at 7%. (These 
figures exclude bulk-oil shipments, which account for about 
60% of the cargo handled in Singapore.) Modest as these 
increases may seem, they are still the envy of other established 
ports. During the same period, Rotterdam — the world's largest 
port — registered a 7% decline in throughput (inclusive of bulk 
oil). | Mt 

The same story was echoed in ship tonnage under Singapore 
registry: the republic's performance was less than sterling (in 
fact tonnes actually declined 2.5% to 7 million gross) but other 
nations fared even worse so that Singapore actually climbed up 
one notch in Lloyd's rankings of maritime powers, overtaking 
West Germany to be placed 13th. Regionally it is surpassed 


only by China (inclusive of Taiwan). W -— 
























ships increased tonnage by about 61% in the past five years 
and another 60% increase is envisaged for the coming five years. 
The next five-year plan also calls for new-tanker tonnage of 
659,800 dwt, reflecting Indonesia's desire to take control of a 
market which is still dominated by foreign-owned and -operated 
ships. Expansion of harbours, godowns and open storage areas 
is also planned. ZUM | 
Apart from beefing up the fleet and infr: 





| structure, the « 
government has plans to introduce the so-called inter-island- 
liner system, which is designed to rationalise Indonesian > — 
shipping. The argument is that — currently — too many ships - 
call on too many ports, causing prolonged round-voyage times 
and insufficient freight revenues, despite the high tariffs, The 
new system is supposed to "establish a regular, reliable and 
comprehensive network of inter-island sailings, optimise fleet 





size and composition, ensure sufficiently high load factors in 


order to achieve full cost recovery and minimise costs," 
according to the government. To reduce round-voyage time of 
international liner trade, the new system will concentrate imp: 
and export cargo on four gateway ports only: Tanjung Pri 
Jakarta, Tanjung Perak in Surabaya, Ujung Pandang in 
Sulawesi and Belawan in North Sum ri | Í 
then will be supported by trunk, coll id feeder — 

The new liner system (based on a study by Dutch consultants) 
looks good on paper but there isa great deal of worry among 
shipping companies as to how it will affect them. Concern is 
based on specific fear of losing rights and revenue sources rather 
than on a considered critique of the new. system and the claim 
by the National Shipowners Association, that the current system 
is satisfactory, fails to convince other parties — notably the. 
shippers. But it remains to be seen what sort of improvement 
will result from enforced rationalisation... 




























ension continued between foreign lines and the 
"poen throughout 1983 and into 1984, particularly 

around the controversial April 1982 presidential decree 
claiming all cargo belonging to the Indonesian Government for 
national shipping lines. The decree invited strong international 
reaction that it constituted blatant flag discrimination and, until 
late last year, the government did not implement it rigorously. 






raid cargo to 













“=p nciple 
was m non-aid governn ent carg 
here, it often turned a blind eye to violations of the decree. 
Many foreign shipping lines, supported by their respective 
governments, challenged Jakarta's s position and continued to 
carry government cargo. | 

Jakarta got tough ound September 1983, refusing to issue 

discharge permits fo violating foreign ships. All that the 
government was doing was implementing the presidential 
decree after a grace period and whoever challenged such a clear- 
cut rule should be prepared to face the consequences, officials 
said. The West German shipping line Hapag Lloyd had perhaps 
the greatest trouble in 1983 and, though Bonn hinted at. 
retaliation, Jakarta officials seemed to-have prevailed in the. 
end. In 1984, the French were having trouble when the 
Indonesian Government refused to issue discharge permits to . 
ships belonging to Compagnie Générale Maritime (CGM), 

The Indonesians had two complaints against CGM: it was 
not a member of the Indonesia-Europe conference and was 
carrying a lot of Indonesian Government cargo, much of it 

destined for Jakarta's new international airport being built bv 
the French. At the time of writing, the French Government — 
which owns CGM — was threatening retaliatory measures and 
the shipping community here was watching c losely whether 

Jakarta would soften. 

~ While foreign shipping companies regret their loss of access 

to the substantial official cargo, they are hoping that blanket 
imple tion of the presidential decree would at least reduce 


































or discharge permits which can give rise to 
s. Ihe Japanese, for example, complain that their 
lining log trade dropped to 18% against 
owing to Jakarta's manipulation of permits, 
greement between relevant shipping 
wo sides to split it 50:50. 
slain that their case is not heard inan. 
environment ough nationalistic moves are applauded: 
indeed, Indonesia: pping officials tend to hide behind their 
just aspirations to carry the country's own trades. But clearly 
_ thereisalso an understanding that the efficiency and 
* ^ competitiveness of national shipping lines must be raised. First 
the government-owned international liner, Jakarta Lloyd; was 
subjected to a rigorous inspection and sweeping shakeup. Now 
the same is happening to the inter-island giant, Pelni, which is 
also. government-owned. The two companies are among the 
biggest money-losers of all state enterprises. In another new 
move, the: government has set up a new operating company to 
run modern ships belonging to Jakarta Lloyd and three other 
(private) ocean-going lines in an attempt to make the national 
ines more competitive: The first signs are that this operation 
may work. 
Vast improvements. in shipping are necessary for Indonesia's 
smooth sailing into the post-oil era. This awareness already 
. exists and pressure for improvements will mount from the 
.. frustrated would-be exporters. Some are calling for greater 
_. scrutiny of the shipping sector by both the government and the 
public. — 
But there is still much pessimism, given that shipping officials 
have distinguished themselves by neither dedication nor 
E achievement. 4 
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sian authorities’ allegedly arbitrary and abusive use _ 


J 
E 

















343 | 348.162 SATIA 503,371 

Local 1,363 118,923 1,899,484 129.476 

Schooners 2.182 96.019 E.012.553 . 180,447. 

. Ploneerroutes — 21 11,171 52.661 20,805 

_ Special purpose i | | 7 

“domestic service 94) | 1,222,646 2 504 2,267,740 

^ foreign service Ww? |] 620,296 .96 ] 724,003 
-Ocean going 52 512,705 | .62 827, 227-1 



































By James Clad in 1K - la [Sopur 
ince the late 1970s, the world has experienced ¥ 
S resurgence of piracy and other forms of maritim 
The largest number of repor! attacks on shippir 
continue to occur off West Africa, butthe Malacca t 
waters adjacent to the South C hina Sea have also witn 
increasing sea robbery and extortion, especially 
navigate areas near Singapore where more than 30. 
flag-carriers passed last year. * 
Piracy has existed among the 20,000 islands of ar 
Asia for millenia. Back in.1579, the notable nglis 
Sir Francis Drake described what are now M. 
"one of the most lawless regions" and, as recently as 
an upsurge of piracy in the seas off. Borneo prompted th« 
to revive regular anti- -piracy p patrols for à short while. 
But the phenomenon is on the rise again: in January / 
List reported that blatant piracy of merchant ships now ~ 
occurs in the Singapore Straits “on an average of every tw 
three days." In the past three years, even vessels the size. 
very large crude carriers te Cs) have been robbed whi 
passing through the 8-km. long Phillip Channel southwes 
Singapore. Less than two years ago, a United States Mil 
Sealift Command ship, the USNS Sealift Arctic was ra 
there. 








‘ Mate v detailed fi figure: A 
s Intemational Maritime: Bureau of the I ic 
of Commerce put the’ 
outside Singapore's terri orii 
seven months of 1983 at 19 
occured within Singapore's 
in Indonesian waters. — — DO 
Shipping security also looks p 
Asia. Incidents within Malay: ie point t toa ‘dis 
deterioration: last October, for: xample, pirates WC 
Japanese and two local managers of a pearl company when 
attacking Bohey Sici: island off Sabah. Piracy rep 
has forced some fa RUE -off of m dee: trade in S 4 
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Indonesian Embassy in Kuala Lumpur: the incident merely 
highlighted the frequency with which Malaysian fishing launches 
face extortion demands by Indonesian vessels (which also 
include government customs-patrol boats with a 20 knot-an-hour 
speed advantage over their prey). Reliable sources 
(corroborated by independent aerial photographic evidence) 
say Indonesian customs boats (known as BCs because their 
hull registrations are prefaced by these letters) regularly intrude 
into Malaysian waters and extort money from fishermen. If the 
Malaysians refuse to pay, they face a spell in prison and 
confiscation of fishing gear after a long tow across the straits 

to Indonesian waters. An article revealing this activity in the 
New Straits Times last August caused something of a : 
sensation. 

Yet the dimensions of the shipping security problem 
encompass more than just lightning raids on supertankers or 
intimidation of small craft. Off-shore law enforcement in the 
Asean area also must cope with negligent collisions between 
ships and stationary petroleum platforms; unauthorised fishing 
by foreign nationals in territorial waters (in 1983 and 1984 a 
total of 73 fishing boats — mostly from Thailand — were held 
for entering Malaysian waters illegally); and theft of equipment 
or fittings from oil installations. Other concerns are drug and 
tin smuggling by sea from Thailand, sabotage of navigation 
beacons by pirates — which has the desired effect of forcing 


vessels further out to sea — and troubling levels of pilferage at 
even the more efficient ports. 

Just measuring the phenomenon by the frequency of police 
or naval reports very much understates the extent of maritime 
crime, sources say. Although Malaysian marine police data 
record Malacca Straits piracy showing only a slight rise since 
1981 — two reported cases in 1981 rising to nine by the end of 
August 1983 — this information onl; hints at the true extent of 
intimidation by Indonesian and, to a lesser extent, Thai craft. 
The New Straits Times report of last year said nearly all 
incidents remained unreported for fear of reprisals, a claim 
supported by REVIEW sources. In just one incident last year, 
the Indonesian authorities jailed 43 Malaysian fishermen for 
two months, an action that led to Malaysian Foreign Ministry 
intervention and to more patrols from Port Klang. 


ho are these pirates? Government explanations tend 
W: answer this question in the elaborate code 
usually reserved for delicate intra-Asean matters — as 


indeed the issue is. A disturbing degree of sea banditry 
apparently occurs with either the knowledge of or, much less 
frequently, even active participation of some Asean maritime 
authorities. Most obvious are the BCs off West Malaysia, but 
privately senior Malaysian officers see shortcomings when they 
look north, or east, at their maritime counterparts. Following 
the Saleha Baru outrage, Sabah’s Chief Minister Datuk Harris 
Salleh pointed the finger at the Philippine military. 

Yet sporadic, petty-official collusion with piracy has not 
become a matter of diplomatic moment 
within Asean. Perhaps this is because 
victims usually suffer losses that are of 
little economic consequence to the larger 
shipping world. Even so, various sources 
told the REVIEW that the cumulative 
effect of shipping security gaps in the 
region may be leading to measurably 
higher insurance — or eventually freight 
— charges. Already, the incidence of 
robbery has hoisted some shippers’ 
premiums for personal accident and 
effects insurance. Although minuscule 
by comparision to extra war-risk cover 
for say, shipping in the Gulf of Hormuz, 
piracy in Southeast Asia does exact some 
extra costs especially for protection and 
indemnity (P and I) cover available 
through the five-year-old marine 
insurers’ so-called Far East Club (FEC). 
Together with barratry (the unauthorised 
deviation of a ship’s route for illicit gain) 
and fraudulent seizure of goods by ships’ 
masters, piracy has affected the open 
market costs for premium cover. In 
Malaysia, for example, fishing trawlers 
in the M$25-250,000 (US$10,638- 
106,383) range find progressively fewer 
companies willing to carry their risks. 
Similarly, local insurers shy away from 
providing coastal shipping cover and will 
accept risk — usually for total loss only 
(not pilferage or partial loss) — in small 
coastal ships. 
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Indonesian customs boats off Malaysian coast: BC4001 four miles off Terendak Camp (Malacca) with local coaster; BC3001 six miles off Cape Rachado with 


illegal immigrants from Sumatra; BC702 off Morib with two local fishing boats. 
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| piratical À 
| . who seek routine reinsurance - 
facilities from London or elsewhere have become more common 
__ as offshore offices scrutin loss ratios. 
` Piracy traditionally has been excluded from standard hull- 
| insurance by the so-called free of capture 






maritime crime (especially ne 
cancellation to local agents 






ine department said to the REVIEW. “Side- 
radar would also help: in its present stage of 

s apparatus not only detects unauthorised ships 
essels are required to use transponders) but 

















aysian shipping corporation is pushing hard fora 
lay maritime command and communications centre 
laysia, "with pre-planned emergency-response. 

























1 Asean states, could reduce maritime lawlessness 


ns the ambivalence of some Asean governments about 
seriously tracking the matter: most of the time it may be... 
understandably easier to take account of regional and local 

= Sensitivities, especially if it becomes apparent that Jakarta 





cannot keep local authorities constantly ünder control in. places 5 
like the Riau Archipelago or if the Manila military do not seem. 


entirely aware of what their subordinates are doing in the 
southern part of the country. Bog t 
Malaysian disapproval shows itself sometimes however, as 


when Sabah police commissioner Yahaya Yeop Ishak said in x 


December: “In the last three years the number of piracies in 
Sabah have been about the same." When asked about - 2- 
cooperation from Manila, Yahaya said: “If they are doing as - 
much as we a 
the problems we are encountering now." Inspector-General of 
Police Tan Sri Haniff Omar also said recently that more 
; cooperation from Manila was needed to curb piracy in East 
-= Malaysia. Similar comments are voiced privately by others 
about the sincerity of some Thai naval commanders, ` 
-> notwithstanding Bangkok's 1981 US$3.6 million international- 
.. aid programme to set up an anti-piracy task force. ` | 
- ^ There are signs that shipping nations have begun to pressure 
‘sean states to make a more solid effort against piracy.-At 
osed-door sessions of the Organisation of Economic 
ooperation and Development's maritime transport 
.. committee, the subject of piracy receives regular discussion. It 
.. iş understood that the British lanese and Norwegians have 
- made representations to Jakarta during the past two yearsabout 
the incidence of piracy in Indones raters. The international 
union of marine insurers also monitors piracy. In response to a 
Swedish proposal supported by seven world shipping and - 
seamen's organisations — which collectively described the 
.. problem as “both ser and urgent" — the IMO's general 
. assembly in November called on governments to take more 
teps tos ira ned robbery in the case of 




















































steps to suppress pira 
itorial waters) Mim 

he problem is that pirates, despite their troubling. 

ice, still do not pose any threat to the strategic security 














üp he presence of oil and other pollutants on the E 


day : +, more than 100 known incidents involving suspicious sinkings, 
for all situations envisaged.” There is also little doubt | 
solutions, married to existing collaborative machinery | 
oe A - 4; 25 years and nearly a dozen often suspicious incidents. 
~ considerably. Yet the crucial problem, in many observers’ view, 


| ingots worth an estimated US$4 million in China for shipment 
. to Japan. The vessel's agent — Kin Wah Navigation — and — 


.| Ownership was not clear. .  — — e 
| Mere recently, a European-based importer ordered acarg 
- the cargo was never actually shipped and that payment to th 
Hongkong agent was made before shipment. The similarity 


3 ey s ^| between the two incidents also includes the shipowners’ and . 
re doing on our side, then we should not be facing 


. loaded aboard a vessel bound for Rotterdam and these 


which 




































. = more sporadically ar 
- vessels: and, on the other side o 
piracy of a particularly dreadful ki 
still visits misery among Indochinese 
adviser for Asia to the United Nations. 
Refugees estimated that 3,600 pirate atta 
occured in 1980-82. 

“No one,” said a shipping industry source, “is insuring the 
refugees." D di 


. MYSTERIES OF THE SEA 


inst the er. 
lacca Straits wher 
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By George Lauriat in Hongkong 
wg he sea has many moods and hues but for maritim 
T: is green and getting greener. Although the mur 
maritime frauds has fallen off considerably since t 
release of the Far East Regional Investigative Team (Fe: 
report in 1978, it has become a great deal more sophist 
and consequently lucrative for those who have elected to. 
<in the profession. Investigators have over the years prope 
the theory that.a syndicate or syndicates was responsible f. 




























_cargo frauds and refugee ships. The theory seems even stre 
now as two recent maritime incidents have links stretching ov 






The first involved the vessel the Golden Builder (REVIEW 

Sept. '83) which, in July and August of 1983, wandered aroun 

„the South China Sea and finally ended up in Hongkong. The 
vessel was supposed to have picked up a cargo of aluminium 






























“argo agent Lam Hon-hung both disappeared and ship's 


menthol crystals from China said to 
n. As with the previous case, it app 





be worth US$1.44 mill 





agencies' role in the affair. The initial shipment was to be mad 
from China by a Taiwan-based company (with a Hongkong 
address) — Cosmopolitan Line — aboard the vessel Ocean 
Faith. The similarity ends at this point as nine containers were 


containers were found to contain valueless substitute cargoes, 
Both cases differ vastly different from previous maritime 
incidents and the facts are a great deal more difficult to unravel 
Most proven frauds in the South China Sea during the 1970s 
were targeted at the insurance money. The insured cargo — 
which often never existed or was substituted with paperorothe 
low-value goods — was loaded on a ship that was scuttled. —~ 
Collusion between cargo interests, shipowner/agent and crew 
wás critical to the success of the scheme. | : 
Although a very difficult scheme to break, the large numb: 
of parties involved — particularly the crews on the vessels — 
offered the insurance industry a place to start. If the money 
was Slow in coming the crew might not get paid on time and 
thus be open to counter-offers. Finally, insurance compan 
could use passive resistance and simply not pay the cl 
reduce it and wait to see whether they would be sued 
client, who in many cases would prefer to stay as far away f 








a court of law as possible. | | qe" 
The new cases follow the pattern of documentary f j 








h the entire scam revolves around 
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— credit and bills of lading. Frequently, key documents such as 
' — certificates of origin and bills of lading are forged. The major 
updating in the Far East is the use of vessels — under normal 
circumstances used as feeder vessels — to confuse shipping 
procedures. What makes this method so effective is a lack of 
communication between buyer and the point of origin. In three 
cases in which cargo seems to have disappeared, China has been 
—— the country of origin and as a result the buyers have not checked 
the shipment as closely as they would for another country 
because of the well-known shipping/communications problems 
associated with the China trade. 

The result is that there is a real victim. Unlike cases involving 
the insurance industry, there is a buyer who will not receive his 
goods and will lose hard cash. Further, there is very little the 
buyer can do as the Far East is a world full of phantoms that 
have disappeared as if they never existed largely due to the fact 
that many people said to be associated with suspicious incidents 
in Southeast Asia have plural passports and aliases — and also 
to the lack of extradition treaties with Taiwan. If there really is 
a shipping-fraud syndicate, it is surely based in Taiwan. 

Exactly what a shipping-fraud 
— syndicate really is may be impossible 
' to define categorically but what does 
_ exist is a fascinating string of losses 
— and other incidents. In 1959 the 
Laranah was suspiciously lost, 

—— followed by Sunning in 1961 and 

L National Glory in 1963. In the late 
' 1960s four more vessels, the City of 
L— Victoria, Star of Victoria, Empress 

— - of Victoria and Victoria were all lost. 

— In many of these losses the same 
— names have appeared in a variety of 
— capacities. Among the most frequent 
— is Alfred Kao, reportedly a part 
— — owner but,neither shareholder nor 
—— director of the National Glory. He 
D - was also a director in the Yong and 
E — Lee Timber Co. that controlled the 

_ four lost Victorias. 

Another man associated with the 

— same general group was Lee Boon 
— Chean (also known as Lee Man- 

— Chin). Lee was part owner of Laranah 
^ and Sunning and served as apprentice 
— deck officer on the National Glory, a 
_ ship in which his wife was a director 
M of the owning company. In the 1970s 

__ he was also a shareholder in Port 
— Engineering and Transportation and 
— Oneness Shipping. These companies 
were assogiated with 11 different casualties and also a number 
— of refugee ships during the late 1970s. Another name frequently 
— appearing is Chen Shin-yung (reportedly a director of the 

'shipowning company which was associated with the loss of the 
"Ocean Royal) and was skipper aboard the vessel Starter 
(REVIEW, 5 Oct. '79) which was reported sunk but turned up in 
China empty. The heavily insured cargo had probably never 
been loaded. 

J The importance of these inter-related incidents and the 
—— companies represented is that they represent the core of 
E, suspicious incidents in the Far East in recent years. In the case 





of the Golden Builder, the ship was sold in August 1982 to 
~ Goodtrip Marine Co,, a single-ship owning company that 
Bs - included Lee Boon Chean (president), Chen (secretary) and 
5 Kao (treasurer). On 8 August 1983 — three days after the 
: Golden Builder's arrival back in Hongkong and six days after a 
_ writ was issued against the owners in respect to the missing cargo 
L— - —a new set of directors was appointed to Goodtrip's board. 
Among them was Lo So Hung who was the largest shareholder 
£ and boss of Kin Wah Navigation, the ship's agent that 
disappeared. Hongkong representative of the Goodtrip Marine 
was Mutual and Commercial and Shipping which also included 
nA 54. . 


pea 


Scuttle inc. 





An old story: Review cover 18 November 1979. 


Lee, his wife Yak Mei-yuk, Kao and other relatives. 

Considering the pattern of events, it is not surprising that the 
ship associated with the disappearance of the antimony and 
regulus crystals was the vessel Ocean Faith, owned by 
Cosmopolitan Line. It put in to Hongkong in February 1983 
after being reported in distress because of lack of fuel. The 
resulting investigation revealed that the bunker-tanks were 
cracked and that sea-water had seeped in and contaminated 
the fuel. The ship was reportedly arrested and sold to pay the 
crew’s wages. Cosmopolitan Line is registered in Taiwan and 
the president is Kao. 


actually happened is probably enormous in the case of 

most marine frauds. It is obviously difficult to trace who 
was actually in control of day-to-day operations of any of the 
ships or companies at the time the frauds were put together 
and executed. What seems obvious is that the frauds are not 
one-offs but carefully planned and adjusted to the changing 
situation. 

Documentary fraud would not work without the confusion 
caused by the initial anticipated movement of the ship from 
areas of poor communications such as China. Equally it would 
not work without the existence of 
places such as Taiwan, a safe haven. 
The ability to stop such white-collar 
crime is also very limited as, in many g 


T he gulf between what legally happened and what 
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cases, the main perpetrators have not 
actually committed any provable 
crime and thus cannot be prosecuted 
in Hongkong. Because the victim is 
a company as opposed to an 
insurance company — which may 
often have immediate access to the 
nature of the client — there is very 
little that can be done after the fact. 
However, the formula the new 
syndicates are using still has a basic 
weakness that can be exploited by 
buyers: at some point nearly all these 
types of fraud rely on a 
communications break that allows 
them sufficient time to receive and 
cash payment for the goods — a time- 
break nearly always bought about by 
shipping arrangements. 

The cycle is not easily broken. The 
nearness of Taiwan and lack of 
extradition means that the 
perpetrators can easily beat the 
timetable before anyone is alerted. : 
The proof of collusion between a 
shipowners/agents and middlemen 
who arrange the purchase and 
shipping terms is extremely difficult. In some cases, particularly 
those of sole proprietorships, very little documentation is 
required to register a company and that documentation may be 
entirely inaccurate as the Hongkong Government rarely checks 
It. 

The names of ships and personalities connected with those 
ships that might be involved in shipping frauds are not generally 
circulated to importers buying in the Far East because, though 
a great deal is suspected, very little has been proved 
conclusively. What is known about marine fraud is that a careful 
check of documentation and actual checks on the cargo and 
individual ship will shortcircuit the process. 

The question whether frauds are the work of a syndicate is 
difficult to prove but the professionalism with which most recent 
frauds have been perpetrated would strongly suggest that 
marine fraud is a fulltime business undertaken by a group 
dedicated to the trade. The only long-term solution to the 
problem involves much closer cooperation between 
international enforcement agencies and the Taiwan 
Government. Without this cooperation the island will always 
remain a haven and the business of marine fraud in the Far 
East will stay immune from the arm of the law. f 
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Prototype of Nissan s car of the 


Production line with welding robots 


= LhrougTiout he WU 7, aisun has Decore a 5y IDOI 
for superior achievement in advanced technology. 
|: We're proud of that. And we appreciate your 
| 7 f approval. But the truth is, superior technology isn't 
d» our goal. It's just a tool. A tool we very innova- 
tively use to help reach what is our goal. And that 
is, to enrich the lives of people everywhere with 
d products that not only meet their individual needs, 
IC for computerized cars but meet them in a way that’s in harmony with the 
broader needs of society. So, to more accurately symbolize our real 
aims, we're giving our Datsun products a new name. Our corporate 
name. Nissan. That way you'll be 


calling Datsun by its most proper Nissan N ISSAN 


name. 








if only we could fly the Taj Mahal 
to every city in the world, we would. 
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Experience the grandeur of a bygone era aboard Air- 

India's Orient Express. 

Somehow the world seems smaller and distant places 

seem nearer when you fly Air-India. 

Maybe it's the luxurious and distinctive fleet of 747s. 

Maybe it's the convenient flight schedules to 44 cities 

around the world. Maybe it's the gentle hostess who 

serves you as if you were the only guest. 

It's all this and more that makes Air-India's Orient SE FE - Pa eae 


Express the orient express. Window to a different world. 
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WARFARE 


The American nightmare 


Vietnam, A History by Stanley Karnow. 
Viking Press, New York. US$20. 

Without Honor; Defeat in Vietnam and 
Cambodia by Arnold Isaacs. Johns 
Hopkins University Press, Baltimore 
and London. US$19.95. 


heir pages reeking of death and deceit, 
these are two of the best books to have 
come out of the Vietnam War. Their dis- 
closures form a litany: the devious United 
States secretary of state of the day, Henry 
Kissinger, who betrayed enemy and ally 
alike; misjudgments and faked body 
counts of communist dead; casualties in 
millions; South Vietnamese troops who 
fought on until abandoned by their offic- 
rs; more than 55,000 raw US troops who 
B: because they were never trained to 
face North Vietnam's best who had been 
fighting jungle battles for years; crackpot 
optimism, corruption, cynicism and the 
cruelty of it all. 

"Skip" Isaacs was a reporter who cared. 
The war got to him to the point where he 
chucked in his 20-year-long job with the 
Baltimore Sun to write this vivid, moving 
book about the first war the Americans 
did not win. *You never beat us in battle," 
a frustrated American snapped at one of 
the North Vietnamese liaison officers 
stationed in Saigon as both sides were 
trading prisoners. *That may be so," said 
the man from Hanoi, “but it is irrelevant." 

Quite: as the northern president Ho Chi 
Minh said they would, the Americans got 
tired of Vietnam and walked away from it. 
Then US president Richard Nixon, in 
1968, said: "There's no way we can win 
this war but we must say the opposite to 
. keep some degree of bargaining lever- 

ge." Unsurprisingly, at the end US 
troops did not relish the thought of fight- 
ing on to become the last casualties. Isaacs 
sums up his own deep emotions: “I re- 
member countless humbling lessons 
taught me by ordinary Cambodians, Lao 
and Vietnamese,” he writes. “I only wish 
those men and women had had a cause or 
a leadership worthy of their sacrifices." | 

Karnow's is the broader canvas. Start- 
ing in 1787, he provides a scholarly ac- 
count of what went on between then and 
April 1975 when the communists captured 
Saigon. He dips into his long years of field 
experience as a foreign correspondent and 
his impressive bank of upmarket contacts 
to produce a written history (designed to 
accompany a TV series) told coldly, pro- 
fessionally and in intimate detail. For 
example, this quote from Ho when round- 
ing on his faltering followers in 1946: 
"You fools . . . don't you remember your 
history? The last time the Chinese came 
they stayed a thousand years . . . the 
French are weak . . . colonialism is dying. 
The white man is finished in Asia. If the 
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Chinese stay now they will never go." 

However, both authors are too soft on 
the Pentagon generals and the appallingly 
inefficient, unsuccessful way they fought 
the wars in Indochina. On once sleepy 
Laos, the land of a million elephants — a 
"million irrelevants where the GNP is 
measured in orgasms,” sneered one US 
adviser — 2,092,900 tonnes of bombs 
(roughly the same tonnage dropped by the 
US in all theatres of World War II) had 
been unloaded by the end of 1973. On 
Cambodia, a catastrophic sideshow, in 
3,695 secret B52, bombing raids over 18 
months — flown without the knowledge of 
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North Vietnamese troops enter Saigon: too soft on the generals. 


the US Congress — more bombs fell on 
the well-populated heartland in one six- 
month period than were dropped on 
Japan in 1941-45, 


B: to what purpose? Except for the 
Christmas bombing of Hanoi-Hai- 
phong in 1962 when US B52s completely 
destroyed the air defences of the North, 
the bombing was successful only in uniting 
all Vietnamese against the Americans. 
Bombs are non-specific killers; in a civil 
war the requisites are the selective dagger 
or silenced pistol as provided by the CIA's 
Phoenix programme, designed to capture 
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or kill communist political agents and or- 
ganisers. "It was thought up by geniuses 
and implemented by idiots," Isaacs quotes 
a 1971 Pentagon assessment of Phoenix, 
adding that its 20,000 eliminations were 
only marginally effective. 

But listen to Vietcong and North Viet- 
namese fighters quoted by Karnow: Dr 
Duong Quynh Hoa, a high-powered 
woman cadre, told him the Vietcong had 
been "badly battered" by Phoenix. The 
communist commander in the South at the 
time, Gen. Tran Do, said: “Extremely 
destructive"; Madame Nguyen Thi Dinh, 
one of the great veteran leaders: *Very 
dangerous"; Col Bui Tin, editor of the 
North Vietnamese Army (NVA) news- 
paper who (accidentally) took the surren- 
der of Saigon in 1975: *A devious and 
cruel operation that cost the loss of 
thousands of our 
cadres"; Vietnam's For- 
eign Minister Nguyen 
Co Thach: “Phoenix 
wiped out many of our 
bases in South Vietnam 
and compelled mem- 
bers of the NVA and 
Vietcong troops to re- 
treat to sanctuaries in 
Cambodia.” 

Outsiders with ex- 
perience tried re- 
peatedly but unsuccess- 
fully to convince the 
Americans that such in- 
surgencies can be de- 
feated by damping them 
down to small scale by 
killing as few people as 
necessary, by counting 
recovered enemy wea- 
pons and not dead 
bodies. In short, an ex- 
tension of an all-out 
hearts-and-minds cam- 
paign to win the grass- 
roots with a Phoenix- 
type back-up. But the 
US military, which 
never saw any practical 
good in  hearts-and- 
minds campaigns, coun- 
tered: “Grab 'em by the 
balls. Their hearts and 
minds will follow." 

Ignorance and lunacy 
reached the point at which US officers in 
the US Embassy in Phnom Penh were call- 
ing in bombing strikes on targets iden- 
tified in school atlases; where a man's 
heart was torn out of his living body be- 
cause Khmer Rouge guerillas thought it 
was a device for signalling to US aircraft; 
where after 1973, Nixon left the South 
Vietnamese army on its own to face an 
NVA, equipped for formal warfare with 
tanks and aircraft, which his own 550,000 
US troops had been unable to stop during 
11 years. All he wanted was his prisoners 
back: the rest of Indochina could — and 
does — suffer. — DONALD WISE 
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Communism fails to oust 
the Confucian clamp 


By Sophie Quinn-Judge 
Bangkok: Despite 30 years of govern- 
ment decrees and campaigns to promote 
women's rights, women in Vietnam are 
not yet on a par with men. Perhaps pre- 
dictably, wartime efforts to involve 
women more fully in running the country 
have not been followed through in 
peacetime; some observers today even 
speak of a *backward movement." Part of 
the problem, seen by women 's leaders, is 
that vestige of Confucian thinking which 
“honours men and despises women.’ 

Compounding the weight of Confucian 
tradition is a primitive economy which 
causes women to endure long hours of 
daily labour. Most work is still done by 
hand, and lack of modern conveniences is 
so complete, especially in the north, that 
women have been described as *a major 
form of transport." Indeed, the image of a 
frail woman, shuffling along to market, 
laden down with baskets swinging from 
her carrying pole, is more apt today than 
that of the long-haired guerilla. 

If history is any guide, however, Viet- 
namese women have (0 etate cone no a certabant Metodo ort oe ERN EE, grounds for ex- 
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— Dress, worship, food, music— 
India puts its stamp on Britain 


By Dick Wilson 


T: Indian community's impact on British life does not start 
and end with curry — from high-fashion to religion, increas- 


pecting more than “little-sister” status: 
women loom large i in the country's martial 
traditions, and in times of conflict their 
role has been reasserted regularly. Some 
students of Vietnamese society believe 
this dual attitude towards women reflects 
the tension between a well-absorbed Con- 
fucian orthodoxy and the centuries-long 
urge to maintain a distinctly Vietnamese 
culture. 

The study of myths and legends, as well 
as early Chinese records, has led some 
scholars to believe men and women of the 
proto- Vietnamese Red River plain civili- 
sation, which flourished until the first cen- 
tury BC, probably enjoyed equal status. 
In AD 40 — now viewed by the Vietnam- 
ese as a crucial period in the forging of na- 
tional consciousness — a revolt against the 
century-old Han (Chinese) rule was led by 
two daughters of a local aristocrat: the fa- 
mous Trung sisters, who are recognised 
today as the first heroic figures of the anti- 
Chinese resistance. In later generations 
their story was modified to fit a patriarchal 
world-view: elder sister Trung Trac be- 


came the loyal widow, taking up arms to 
avenge the death of her husband. But as 
historian Keith Taylor points out in his re- 
cent book, The Birth of Vietnam, the 
early Chinese sources make no mention of 


husband Thi Sach's death. In any case, | 


Trung Trac had herself proclaimed ruler, 
and held the loyalty of 65 strongholds until . 
she was beheaded by the Chinese. 
Another. resistance, heroine, Lady. 
Trieu, does not appear in Chinese annals, 


but her third-century rebellion against the»: . 
Wu dynasty still lives on in the popular, 


Vietnamese consciousness. According to . 
legend Lady Trieu was an Amazonian fig- | 
ure, with breasts (variously described as 
1-2 ms long) which she strapped over her 
shoulders before riding into battle on her 
elephant. Her position in the pantheon of 
resistance leaders was assured when a, 
sixth century rebel adopted her cult and 
dedicated a temple to her in what is now 
Thanh Hoa province. 


u 


D the 900 years of more-or-less 
continuous Chinese rule following the 
Trung sisters’ defeat, patriarchal kinship 
patterns and a male-centred-view of socie- 
ty were gradually accepted by the Viet- 
namese — at least by the upper classes. As 
late as the 15th century, however, the 
Hong-Duc legal code. gave women the 
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right to own and inherit property on an; 


equal basis with men. 


ingly its ethnic values are leaving their indelible stamp on this so- 
ciety. Certainly curry has gone, so to speak, from strength to 
strength. We are well beyond the cliché of the cluster of so- 
called “Indian restaurants” (in fact run and staffed largely by 
Bangladeshis from Sylhet) in every English locality. 

The English palate has progressed to the point where it buys 
large quantities of frozen Indian foods from supermarkets, often 
supplied by Asian producers. The “Asian shop,” open for 
groceries in the evenings as well as on Sundays, is enjoying a 
boom in trade. In Leicester, in the British Midlands, there is a 
scheme to grow vegetables used in Indian cuisine and market 
them across the country. 

Not only are Indian cookbooks on sale in enormous variety, 
but Madhur Jaffrey — who has become a popular TV personal- 
ity with her demonstrations of the Indian culinary art — has pro- 
duced a cookbook which has entered the best-seller list. 

There is also a surge in Indian-influenced clothes. Designer 
Zandra Rhodes is producing some Indo-British styles following 
a tour of the Subcontinent, and a small but elite trade in clothing 
derived from Indian styles is gaining momentum. And at the 
mass end of the market there is still an enormous turnover in 
handloom collarless shirts. 

Meanwhile, the spell of the old religions, transmitted by the 
Raat dm RR sc adr Eee OPA e appealing Indian promoters, continues to rivet the British. 


Indian textiles on show in acon: increasing J influence. 


Yoga, Sufi, transcendental meditation — ihese and many more 
appear on the list of offerings of every respectable adult educa- 
tion institute or evening class college. 

The Krishna Consciousness ‘sect still make its rhythmic, 
mantra-chanting way up and down London's Oxford Street, and 
at the more serious level about a thousand Europeans annually 
attend the Ramakrishna Vedanta Centre in Buckinghamshire to 


16 FEBRUARY 1984 e FAR EASTERN (0 UUUENUTUYSESDSGETSIB INC SITSERS T T a C UU eene 





Par. Ys 


^ < - Reis. as. PITT: ~ 
So pete r PUEDE SRS Sigs cie Neb 





But, by the time the Nguyen family as- 
sumed control of a reunified Vietnam in 
1802, even this concession to equality was 
felt to be too extreme. Widows were ex- 
pected to remain and work within the con- 
fines of their husband’s family — obedient 
to in-laws and sons. But before the 
Nguyen reaction took hold, the brief in- 
terlude of the peasant-based Tay Son re- 
bellion had provided a chance for the less- 
orthodox view of women to re-emerge. 
During this time the Trung sisters accord- 
ing to historian Alexander Woodside, in 
his study — Vietnam and the Chinese 
Model — “were freely allowed to domi- 
nate court mystique again, as well as vil- 
lage pantheons." 

The current crop of revolutionary lead- 
ers, which traces its antecedents to the 
Trung sisters — and more directly the Tay 
Son rebels — has shown a certain am- 
biguity towards its Confucian inheritance. 

e ethic of self-sacrifice and service in- 

rent in Confucian doctrine is admitted 
as a powerful positive influence by Hanoi 
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family obligations were played down in 


favour of loyalty to the fatherland and the | 


revolutionary potential. The image of the 
Trung sisters again proved useful — there 
is a story, for example, that Ho Chi Minh 
gave the name Trung to the first Tay- 


minority woman he trained as a political - 


cadre in the Viet Bac. 

Six years after its 1954 victory over the 
French, the Hanoi government promul- 
gated official rejection of the feudal fami- 
ly system, the marriage and family law. 


Women were given the right to choose 


their husbands, and remarry without los- 


ing claim either to children or property. ~ 


But it was during the anti-American re- 


sistance that women really came into their 
own. As men were called to the front in _ 
the 1960s, women were mobilised to take — 


their place in cooperatives, factories and 
administration. Not only did women learn 
to plough, drive tractors and fire anti-air- 
craft guns; they were given a greater poli- 
tical role also: between 1965 and 1972, 
female membership of the Communist 
Party of Vietnam (CPV) went from 5.4% 
to 3095. 


historian Nguyen Khac Vien. But while | people. Today, however, the image of woman 
the expression nghia vu (duty or obliga- The more debasing trappings of Confu- | as resister has given way to that of uncom- 
tion) plays an important part in com- | cian patriarchy — arranged marriage, plaining toiler. The socio-economic forces 


munist ideology, the young communist 
movement had to break the restrictive 
Confucian mould of hierarchy and ritual 
to make a revolution. Modern ideas of 
progress and democracy became the coun- 
terweight to traditional fatalism, while 


polygamy, and concubinage — were con- 
demned from the early days of Vietnam- 
ese communism. As the goal of social re- 
volution was welded to the struggle for na- 
tional independence, the country's milit- 
ants became aware of woman's 


which lifted women out of their traditional 
roles have subsided, without being con- 
verted into political power: there are now 
fewer women involved in local govern- 
ment in the north than there were in 1967; 
the percentage of women in the national 
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study courses and meditation. The centre has been established 
for more than 35 years, and its two resident monks and three 
novices are all British and white. *We are not," explained one of 
them, Swami Tripurnanda, *a public relations group for India. 


The objective is more to build bridges between East and West, 


to break through the barriers of culture, religion and race." 

Exchanges in the arts have multiplied with the settling down 

of Indian immigrants and, in particular, with the 1982 Festival of 
India which was patronised by something like 1.5 million Bri- 
_tons. The Indian High Commission has a list of some 40 organi- 

ions in Britain interested in Indian culture, all potential 

ents for visiting Indian artists, musicians and so forth. The In- 
dian Council of Cultural Relations sponsored about 200 Indian 
artists to make the trip to Britain in 1982. Some of the perfor- 
mances are "pure" Indian, but the more interesting develop- 
ment is where East meets the West in music to produce some 
kind of hybrid as in Yehudi Menuhin's cooperation with Ravi 
Shankar and in the so-called Indipop movement typified by the 
Monsoon pop group. 

But it is the Indians themselves who are stimulating much of 
this modest Indianisation of British culture. Farrukh Dhondy has 
had six of his stories televised as plays, while Salman Rushdie won 
the prestigious Booker Prize in 1982 for his novel Midnight's 
Children. More and more South Asian talent is to be found in 
the media and the professions. A very large proportion of Bri- 
tons now have a South Asian dentist, doctor, newsagent, grocer 
or schoolteacher. Recently the London School of Economics ap- 
pointed an Indian, Indra Prasad Gordhanbai Patel, former gov- 
ernor of the Bank of India, as its new director. 

In Leicester, where there is a large Indian population, the 
education authority brought in four classical music teachers 
from India to demonstrate their art to some 5,000 children. 
There are constant exhibitions staged by the local museum on 
Indian costume and festivals and a new Jain temple is being built 

there — with stone especially shipped from Rajasthan. 


2 Drilling Rigs 
For Sale by U.S. Contractor 
12,000 - 13,000-ft Depth Rating 


e Both rigged up new* in 1981 and used 
approximately one year. 
(“all new components except drawworks, 
compounds and kellys, which were rebuilt). 


e Both have been mothballed with continuous 
maintenance since 1982, and are ready to drill. 

e Similarly equipped throughout. 

e Both have: 


Wilson drawworks with 
2 Caterpillar 3412 engines 
and compound drive. 


136-ft Mast w/600,000 Ib. 
gross nominal capacity. 


Gardner-Denver and OPI 
mud pump packages. 


Available for Inspection 
at Lafayette, Louisiana, U.S.A. 


Complete Inventory and Photo on Request. 
Principals Only, Please. 


Sold Separately 
$3 Million Each 


(Terms of sale negotiable) 


Sold Together 
$5.5 Million Total 


Send Inquiries to: 


Jack Carter 
2431 E. 61st Street, Suite 150 
. Tulsa, OK 74136, U.S.A. 
Phone 918-749-0469 Telex 79-6390 








assembly is down from 32% in 1971 to 


around 22% currently; female member- 
ship in the CPV would appear to be settl- 
ing at the token level. 

The assumption seems to be that 
women should slip back happily into their 
supporting roles. Their gentle, nurturing 
nature is emphasised in discussions of 
women’s work — child-care, lower-level 
education, and nursing are regarded as 
particularly appropriate female profes- 
sions. In practice, most women entering 
the job market today will be employed in 
agriculture, light industry and handicraft 
production: weaver Pham Thi Lien, for 
example, a production heroine for 14 
years, is the model woman. Although a 
member of the national assembly, how- 
ever, she remains the equivalent of a line 
supervisor. 


aa G^ at public work, capable at 
home" isone oftheslogans that push- 
ed woman further into the public arena. 
So, while the revolution has given women 
an opportunity to earn wages — and, for 
some, to serve the country as only male 
mandarins could under feudal dynasties 
— it has also given them more work than 
ever. Some Vietnamese women are now 
claiming, like their Western counterparts, 
that their “double burden" prevents them 
from gaining job promotions or becoming 
politically involved. In the countryside, 
women have a “triple burden": working in 
land cooperation, on family plots and in 
the home. 
Time-consuming women's work is not 


the only reminder of the days before sex- 


ual equality became official policy. 
Another vestige of the feudal past is 
polygamy — a by-product of the post-war 
demographic imbalance. There are now 
1 million more women than men in this 
country of almost 60 million, and some 
women apparently are accepting the role 
of second wife or girlfriend in preference 
to a future without children. For in a cul- 
ture where children are greatly valued, 
staying unattached is not popular. 

The irony of the post-war retreat on the 


- Woman's role in society is that the govern- 


ment hardly seems aware of its own con- 
servatism. A recent Nhan Dan editorial 


complained that the Women's Union has | 


not done enough to help women "clearly 
understand the link between the building 
of socialism and the liberation of women." 
Yet, the campaigns aimed at women since 
the war have concentrated on their obliga- 
tions, not their rights. Women have been 
exhorted to *build and defend the Father- 
land"; fulfil the five-year plan; produce 
more on their family plots, and be better 
mothers. Wartime programmes to recruit 
and train women cadres have been al- 
lowed to lapse. The connection between 
women's liberation and the building of 
socialism must indeed be difficult for most 
women to grasp, especially those born 
after 1954. One wonders what will rekin- 
dle the spirit of the Trung sisters and Lady 
Trieu next; obviously it will take more 
than government decrees and the cyclical 
upheavals of war to uproot feudal at- 
titudes towards women in Vietnam. {J 


COLLECTING 


Refugees brifig Peshawar into the 
centre of the carpet market 


By Jamal Rasheed 


Peshawar: This city near the Afghan bor- 
der has become the world’s foremost trad- 
ing centre for Central Asian carpets — a 
status achieved largely through the influx 
of some 3 million Afghan refugees into 
Pakistan’s North West Frontier Province 
(NWFP). Prices have come down steeply 
as the market has become flooded with old 
and new carpets from Central Asia, Iran, 
Turkey and Afghanistan itself, 

Peshawar has always been cosmopoli- 
tan, with some 25 different nationalities 
walking, its streets. Just an hour’s drive 
away is the Khyber Pass — the traditional 
invasion route to the Subcontinent for 


Aryans, Scythians, Persians, Greeks, 
Bactrians, Kushans, Huns, Turks, Mon- 
gols and Moguls. 


Today the profusion of carpets is a sign 
of the large number of refugees and trad- 
ers. All the Afghan tribes are represented: 


ROONEY TASKER 


Peshawar: new carpets for old. 





Baluch tribesmen with their kilims (pile- 
less rugs handwoven by tapestry 
techniques) and hand-woven mats; 
Hazaras with beautiful Shirazi carpets 
from Iran, which look like miniature 
paintings with up to 600 knots a sq. in.; 
Tajiks and Uzbeks with floor-coverings 
that decorate their tents. These and a mul- 
titude of Afghan rugs and carpets are all 
for sale in Peshawar. The Iranian revolu- 
tion has also increased the number of car- 
pets of Iranian origin coming into the city: 
the Iranian tribes of Bakhtiari, Qashqai 
and Shahsevan also have all brought their 
own distinctive carpet styles here. 

Prices of basic Afghan rugs have drop- 
ped more than 50% over the past year but 
genuine antiques are still expensive by 
Pakistani standards. Refugees are making 
new carpets in their tent-camps all across 
the NWFP, using them on their own floors 
for up to six months before selling them as 
“antiques.” However, many Afghan 
exiles have sold their valuable heirlooms 


to buy houses and businesses in Pakistan: 
these genuinely old carpets include an- 
cient Chinese rugs (bought up along the 
Silk Road) and carpets from the far-flung 
regions of Tibet, Mongolia and even 
Southeast Asia. Carpet-making and sell- 
ing is now an important part of refugee in- 
come, with hundreds of Afghans roaming 
through Pakistan’s bazaars to sell their 
carpets. Most are of inferior quality, how- 
ever, and newly made. 

In the ancient bazaar of Peshawar — 
Quissa Khawani — where storytellers 
once entertained pavement crowds, 
stands a shabby-looking shop in a narrow 
alley. Inside is a huge warehouse, an 
Aladdin’s cave of carpets, run by the de 
of the city’s carpet business, Snamsua 
Khan. A Pathan of Pakistani origin, he 
an expert on every type of design and 
style. His children — one only eight years 
old — are also experts. Shamsuddin can 
tell the difference between a new “antique” 
and the real thing at a glance, but many 
European buyers who flock to his shop 
from Islamabad are not so gifted. Sham- 
suddin claims that diplomats in Islamabad 
have set up lucrative side-businesses by 
buying up to 20 carpets at a time, and then 
selling them at home; earning fabulous 
profits. One of the latest fashions in 
Europe is for kilims and a good one can be 
bought from Shamsuddin for a mere Rps 
1,700 (US$136); in Europe they sell for 
three or four times that price. Other visit- 
ors to this shop are rich Saudis and Gulf- 
states Arabs and many diplomats. For- 
eigners especially revere the Turkoman 
carpets, with their traditional elephant- 
foot designs. 

Fashionable carpet dealers in the X. 





parts of Peshawar say that never bef 
has there been so much variety of desig, 
colour and style collected from Central 
Asia ahd Afghanistan and sold in one 
place. This has all been made possible by 
the Soviet invasion of Afghanistan which 
forced so many families to escape to Pakis- 
tan, bringing with them their carpets and 
their carpet-making skills. The huge pro- 
fits from carpet sales, however, do not 
benefit the refugees who are invariably 
cheated by local dealers, who in turn are 
fleeced by international dealers. 
Pakistan, which has an extensive carpet 
business of its own and exports to the 
West, has been hit badly. Carpet sales 
worldwide are down, not only because of 
the recession in the West, but precisely be- 
cause the Afghan refugees undercut 
prices of Pakistani carpets. Carpet buyers 
from New York, London or Paris come to 
Peshawar and buy dozens of rugs at very 
low prices. Some of the more educated 
and wealthier refugee families, however, 
have started exporting carpets them. 
selves. Oo 
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Nothing will give your salesmen more incentive 
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uddenly your salesmen are 
turning in figures that show a 
dramatic increase in sales, anda 
marked improvement in your profits. 
It's as if they've been given a new lease 
of life. And they have. 

You’ ve offered them a great 
incentive — one used with considerable 
success by companies all over the world. 
One that really gets results. 

Not money. Not merchandise. Buta 
specially arranged group trip to Britain 
that makes your salesmen put in a top 
performance. 


They will be VIP visitors 


When your salesmen come to 
London they will want to be entertained. 
And they certainly will be. 

They will be like VIP visitors. 

In fact, there is virtually nothing you 
cannot arrange for them. 

They could ride down Bond Street 
in a chaffeur-driven Rolls Royce, past 
the dazzling array of jewellers, antique 
shops and outfitters. 
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than the chance of coming 


They could hire a boat for a ship- 
board party on the Thames, spend a 
gala evening in the West End, ora 
cultural evening at one of London’s 
great concert halls: or be entertained at 
a Regency masked ball, a Dickensian 
evening ora stately banquet in a 
resplendent 12th century dining hall. 

They could keep fit at a health club, 
stay up 'till the small hours at a 
luxurious night club or hire the best 
seats at a musical concert at the Royal 
Festival Hall. Or simply indulge them- 
selves on superb Asian food, in the 
capital now regarded as providing the 
finest cuisine in the world. 


Britain's stately homes 
and es 


If they would like to see something 
of Britain's countryside, and be 
entertained in style, there are many of 
Britain's stately homes and castles 
waiting to look after them — like 
Goodwood House on the Sussex 
Downs, or Blenheim Palace, the birth- 


to Britain. 
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place of Sir Winston Churchill. 

Again, they might like a day at the 
Ascot racecourse, (with a champagn: 
reception and a four course lunch) ora 
walking tour of the university city ol 
Cambridge, or a round of golf on some 
of the finest courses in the world 

Post the coupon for our free ‘Great 
Britain, Great Incentive’ brochure fo 
full details. 


Please send to: 
BRITISH TOURIST AUTHORITY. | 
i 
i 


239 Old Marylebone Road, | ondonNW] 


Please send me: Great Britain, Grea 
Incentive. | 


Name: i 
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A The Manila-based institution buys into a private South Korean firm 


The ADB's adventure 


z+ 2 


 venture-capital 


By Paul Ensor 


Seoul: South Korea's first fully private 
company, the Korea 
Development Investment Corp. (KDIC), 
will shortly receive a major boost in the 
form of equity investment of Won 750 mil- 
lion (US$950,000) from the Asian Deve- 
lopment Bank (ADB). The bank's invest- 
ment, which was announced in De- 
cember, will account for 7.5% of the ini- 
tial capital of Won 10 billion which KDIC 
hopes to have mobilised by the middle of 
the year. 

The purchase of KDIC shares will be 
the first equity investment ever made by 
the ADB and represents the beginning of 
a new bank policy seeking to make equity 
investments in enterprises and institu- 
tions. The ADB hopes these will stimulate 
the flow of funds largely through private 
channels to a broad variety of projects, in- 
cluding joint ventures with foreign firms. 

Purchases of equity rather than loans 
are partly intended to help facilitate the 
development of equity markets in ADB 
member countries. In addition to the 
KDIC investment, the bank is considering 
many similar such purchases in member 
countries. 

The KDIC was launched with the South 
Korean Government's blessing in De- 
cember 1982 with capital from seven 
short-term finance companies in Seoul. 
Prior to the ADB investment, the Interna- 
tional Finance Corp. (IFC) — the equity- 
investment arm of the World Bank — 
purchased an equal sháre in September 
1983. Investment priorities are modelled 
on American venture-capital companies: 
the KDIC is primarily interested in help- 
ing small companies obtain and utilise new 
technologies. As KDIC president Kim 
Yong Ok pointed out, this does not mean 
financing research and development — 
the stress is more on start-ups, diversifica- 
tion and modernisation. 

In addition to the KDIC, two bodies 
with close government ties are involved in 
financing the development of technology 
in South Korean industry. The fully state- 
owned Korea Technology Advancement 
Co. finances the commercialisation of new 
technologies developed at the Korea 
Academy of Science and Technology, 
while the Korea Technology Develop- 
ment Corp., which is 20% government- 
owned, finances private research and 
development. Also, the state-owned 
Korea Development Bank recently an- 
nounced it would start its own venture- 
capital firm some time this year; but 
KDIC is unique in the sense that it is com- 
pletely free of affiliations either to the 
government or to any of the coun- 


trys dominant business conglomerates. 

"Venture capital is a gamble, but here 
in [South] Korea it is just regarded as los- 
ing money," said Kim, who does not ex- 
pect to face much competition in the near 
future. However, the KDIC and its back- 
ers at the ADB do not expect this un- 
favourable image to cut into the 20%-a- 
year returns on money invested which 
they plan to be earning within the next five 
to 10 years. Kim is hoping for more 
foreign participation in future; foreign in- 
vestors may well be encouraged by the 
seals of approval his company has re- 


holdings seven years after initial invest- 
ments, this could create serious problems. 

Legal problems, too, stand in the way of 
plans to establish a trust fund. Under cur- 
rent laws, a trust would be subject to dou- 
ble taxation and would not be permitted to 
hold unlisted securities. Kim, who spent 
20 years in the government, holding vice- 
ministerial and cabinet-level posts, claims 
he is pushing hard to have these restric- 
tions lifted. 

KDIC investments so far have 
amounted to Won 1.9 billion in 10 projects 
undertaken by nine companies. By indus- 





Virata; Fujioka: an idea becomes a reality. 


ceived from the ADB and IFC. American 
Can, which already has a joint venture in 
South Korea with Hanil Industrial Co., 
has shown some interest in investing, and 
KDIC has close managerial ties with 
Japan Associated Finance Co., or Jafco, a 
subsidiary of Nomura Securities. Recently 
some KDIC managers spent two weeks in 
Jafco's Tokyo office training for their 
work here. 

The major problem the company will 
face in the future is linked to the still rela- 
tively undeveloped state of South Korea's 
securities. markets. KDIC's investments 


are all made in the form of equity pur- 


chases, either of unlisted stocks or of de- 
bentures. Small companies, in which 
KDIC's investments are concentrated, 
generally are the least willing to have their 
shares listed because of the perceived risks 
involved; this problem is compounded by 
the lack of an over-the-counter market in 
Seoul. When KDIC wishes to divest its 


trial sector, electronics have received the 
largest share, followed by fabricated 
metal products and food. According to 
Kim, it is not always high technology but 
rather unique technologies which are 
being sought. 


» Jose Galang writes from Manila: 
When Masao Fujioka took over as presi- 
dent of the ADB in January 1982, he listed 
five areas he said would receive priority 
attention during his term — improving the 
bank's operations; co-financing arrange- 
ments with private sources of funds; 
equity financing in private enterprises; 
transforming the bank into Asia's re- 
source centre, and boosting the bank's 
public image. 

In December 1983, the bank achieved 
objective No. 3 on Fujioka's list with its 
first equity investment in an Asian com- 
pany, the KDIC. Although done without 
much fanfare, the move was made amid 
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considerable excitement at the ADB, sig- 
nalling as it did what could probably be a 
step towards the creation of the ADB’s 
counterpart of the IFC. 

Unlike other international financial in- 
stitutions, the ADB is authorised by its 
charter to go into equity-investment ac- 
tivities, which were prohibited only in the 
ADB’s first five years of operation (until 
1972). Philippine Prime Minister and Fi- 
nance Minister Cesar Virata, who is gov- 
ernor for the Philippines at the ADB, first 
called for activation of the equity pro- 
gramme in 1977. But it was not until 1982 
that studies on this programme were made 
in earnest. Formal approval by the ADB 
board of directors was stamped in March 
1983. 

The ADB has defined three main 
categories for its equity investments: 

» Traditional large-scale projects, includ- 
æ ing agri-industry and industrial-crop plan- 
‘tations — though the bank does not plan 
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tronics plant: a prime target. 
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to go on an all-out campaign to get into 
this sector. 

» Financial institutions, with which the 
ADB feels it has enough confidence and 
expertise, and in which it believes most 
Asian countries — excluding Hongkong 
and Singapore — are deficient. 

» Small and medium-sized industries, in 
which, the bank says, the really big equity 
deficits exist. 


otentially promising fields in which such 

ADB equity may be placed include 
energy, petrochemicals, mining, paper, 
iron, engineering and machine-tools in- 
dustries. Just about the only areas which 
do not qualify for the programme are 
arms, munitions and luxury consumer 
goods. The ADB, according to its charter, 
can make equity investments of up to 
US$200 million, but the board of directors 
has fixed an annual ceiling of US$10 mil- 
lion. 
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Robert Bakley, director of the ADB's 
industry and development-banks depart- 
ment, which supervises the equity pro- 
gramme, told the REVIEW that during the 
study stage of the scheme, *we found 
there was a real equity gap in the small and 
medium industries." He said large indus- 
tries can usually fend for themselves, *but 
it's the small guys that are having difficulty 
finding equity." Moreover, small ventures 
involve more risks as far as equity is con- 
cerned. 

However, the ADB admits it does not 
have enough manpower to handle this 
task. What it intends to do is to employ 
"agents" in specific ADB developing- 
member countries who will be given lines 
of equity (as agent credit lines granted to 
borrowers). The equity-line agents — 
necessarily institutions with goods track 
records in this kind of activity — will be 
asked to select and recommend to the 
ADB potential enterprises in which the 
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bank can inject equity. Once a recommen- 
dation is approved, the ADB assumes all 
risks and the agent is given a fee for the 
service. 

The ADB hopes to have at least one 
equity-line institution in every Asian 
country by 1988. In some countries, the 
number of such institutions will be great- 
er, depending on the size of the local econ- 
omy. Possible institutions in the region 
that may be tapped by the ADB for this ar- 
rangement include the Private Develop- 
ment Corp. of the Philippines (PDCP), 
Industrial Finance Corp. of Thailand and 
Korean Long-Term Credit Bank of South 
Korea. 

The ADB also intends to pursue, ag- 
gressively, equity investments in financial 
institutions, especially in newly estab- 
lished ones or existing firms whose opera- 
tions are constrained by their equity base. 
For instance, because of the impact of the 
two Philippine peso devaluations on its 





foreign debts, PDCP is now in need of an 
equity increase which the ADB is cur- 
rently looking into. Without that increase, 
PDCP may be forced to cut back on some 
of its lending, ADB officials believe. The 
ADB also is closely watching a proposed 
financing company for small-scale indus- 
tries in Thailand, and may contribute to its 
equity. 


|: making investments in private enter- 
prises, the ADB will not seek to be a 
majority shareholder. “We hope we will 
never be the single largest shareholder. 
We would not want to own at any time 
more than 20% of any company where we 
have an investment because we don’t want 
to be involved in running the company,” 
Bakley said. However, the ADB will seek 
representation on the firm's board. The 
ADB board representative would not 
necessarily be an ADB staff member but 
somebody living in the country in which 
the investment was made, said Bakley. 

At present, the ADB is assessing invest- 
ment possibilities in 10 large industrial pro- 
jects and five financial institutions; as for 
small and medium-sized industries, the 
bank has just completed fieldwork for one 
project in Pakistan. The ADB hopes to 
implement equity participation in six or 
seven projects by 1985. 

The equity programme supplements the 
ADB's current principal task of providing 
concessional loans to poorer countries in 
Asia. With its increased capital of about 
US$16 billion, most of which is callable, 
the ADB lends about US$2 billion a year. 
One question in the minds of businessmen 
is whether the ADB will also put equity in 
companies to which it has lent money. The 
current thinking in the bank is that the 
ADB should be either a lender or an in- 
vestor — it is not keen on being both for 
one company. At least one Manila 
businessman has expressed interest in the 
ADB scheme, in that equity participation 
by the bank will eventually help the com- 
pany concerned attract more investors, 
given the prestige of having the ADB asa 
shareholder. 

Bakley pointed out that the bank does 
not intend to displace existing equity capi- 
tal, nor will it be a portfolio investor (by 
investing in shares via the stockmarket). 
“We would expect our equity investment 
to achieve something positive. Obviously, 
gap-filling, where there is an equity short- 
age, would be one [goal]. Another would 
be maintaining a balance between foreign 
and domestic investors.” 

The ADB also plans to sell its 
shareholdings in companies once the pro- 
ject is profitable. In doing so, it will divest 
only to local nationals “unless there is an 
overriding reason not to do so.” Since the 
ADB investments will be made in consul- 
tation with governments of its member 
countries, it hopes eventually to be able to 
use its “leverage and influence to correct 
policies which are detrimental to the pri- 
vate sector,” said Bakley. D 
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E By Paul Ensor 

4 'okyo: Japan's economic relationship 
- with its closest neighbour, South Korea. 
E reached a hiatus. The strong industrial 
complementarity between the two 
, economies, which propelled investments 
by Japanese manufacturers across the 
. Tsushima Straits and: contributed to 
E growing bilateral trade volumes 
during the 1970s, is much less apparent in 
A, the early 1980s. 

The changes which the new decade has 
i brought include slowed trade growth and 
_ less interest on the part of Japanese 
manufacturers in South Korea as a pro- 
duction site. Some of these changes may 
» yave indirectly contributed to the im- 
proved political climate between the two 
countries. For example, South Korean 
t trade deficits with Japan — always a 
prickly political issue — have shrunk in re- 
i itive terms as South Korea's trade with 
the world has increased much faster than 
its trade with Japan. In 1980-82 deficits 
with Japan averaged 64% of South Ko- 
ean global deficits, compared to more 
i 100% in the latter half of the 1970s. 

_ According to Prof. Han Seung Soo of 
Seoul National University, economic rela- 
tions between Japan and South Korea are 
“totally overshadowed by politics," and 
‘owing to the smooth political relationship 
which has blossomed between Tokyo and 
‘Seoul since Japanese Prime Minister 
Yasuhiro Nakasone’s visit to South Korea 
. 8 year ago, both sides have shown a re- 
E markable willingness to tackle economic 
pu in a friendly manner. 

—. However, following the unfavourable 
Japanese election results of December 
Y 1983, Nakasone's political future is by no 
pans settled; and indications are that if 
e holds on to the leadership of the ruling 
Liberal Democratic Party he will 
n evertheless give less attention to foreign 
policy (REVIEW, 26 Jan.). The benefits of 
his diplomacy could easily be wiped away 
PY a less careful successor. 

There is always potential for tension in 
economic matters between the two coun- 
tries: South Korean and Japanese pro- 
. ducts are in direct competition in third- 
country markets, and there is a continuing 
‘South Korean reliance on Japanese 
* technology; these are realities which will 
not disappear soon. 

! _ One of the results of the Nakasone visit 
as the settlement of the troublesome 
— issue of Japanese public loans to South 
-. Korea. The second portion of the US$4 
billion package which the two leaders 
agreed to in 1983 is due to be introduced 
. following a formal signing in Seoul in 
i dége The US$206.3 million involved will 
be used largely to finance public projects 
T ir noed, the entire loan poras, Bs ear- 


e » 


K, 


PN 
"eee ostro m y B uu 


damni a TTA t UEM 


^0 
r 


to GOIA 


Japan and South Korea draw closer politically but trade 
a and investment ties appear to have reached a hiatus 


marked for such projects). The settlement 
of this difficult political issue is viewed as 
representing considerable progress by 
both sides. 

Despite the improving political climate, 
however, South Korea appears to be los- 
ing its appeal to Japanese investors. Ac- 
cording to Eiichi Takahashi of the Japan- 
Korea Association — a Tokyo-based, pri- 
vately funded organisation which assists 
current and potential investors in South 
Korea — “Japanese investment in South 
Korea passed through its first phase some 
time in the late 1970s, and just what shape 
the next phase will take is very unclear at 
this stage.” 

During this first phase, which lasted 
roughly through the past decade, the 


Proaitiont Chun Doo wa and Nakasone: 
smoother relationship. 





needs of the two countries appeared to be 
highly complementary — many Japanese 
companies were in desperate need of 
cheaper labour sources close to Japan, 
and South Korea was welcoming any in- 
vestments from outside that would add to 
its heavy volume of labour-intensive ex- 
ports. In addition, South Korea's vigorous 
import-substitution programme in the 
heavy and chemical industries offered 
lucrative opportunities to Japanese com- 
panies in these sectors, themselves under 
increasing pressure from rising costs at 
home. 

During this period Japanese invest- 
ments flooded South Korea, typically ac- 
counting for 60% of total fereign invest- 
ments entering the country. Now the lével 
of manufacturing investments has stag- 
nated, with a fair number of withdrawals. 
Other areas, notably hotels, have shown 
sizable growth, which is likely to continue 
with preparations for the 1986 Asian 
Games and the 1988 Olympics in Seoyl. 
For example, in 1962-83, investments 


from Japan's manufacturing sector made 
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hotels making up 93% of the total. 
“It is much harder to turn a profit here 
than it used to be," lamented one Japan- 
ese businessman in Seoul. Higher labour 
costs have reduced South Korea's appeal 
to many companies, and higher taxes 
which foreign investors are now required 
to pay — frequently applied retroactively 
to companies at first offered tax breaks as 
incentives — have further dulled interest. 
Because of these changes, the Masan Free 
Trade Zone, formerly a favourite site for 
Japanese manufacturing firms, has experi- 
enced a number of withdrawals recently. 

Rising labour costs are by far the most 
important factor in Japan's waning in- 
terest in South Korea. But the problem is 
compounded by the frequently poor rela- 
tions between management and labour in 
Japanese concerns. “[South] Korean 
workers feel they should receive compen- 
sation for working for a Japanese com- 
pany," pushing up wage claims far above 
industry norms, according to one Japan- 
ese businessman in Seoul. 

Small and medium-sized Japanese in- 
vestors have been hit hardest by wage in- 
creases, which many South Korean 
analysts regard as an inevitable conse- 
quence of economic progress: these small 
investors contributed little in terms of 
technology or skills to the country, though 
they were highly export-intensive. 


f much greater concern has been the 

quiet withdrawal of a number of major 
companies, such as Matsushita, Pioneer 
and Sony, from joint ventures with South 
Korean partners in the past two years. 
Honda and Toshiba are rumoured to be 
considering the same move. According to 
Tamio Hattori of the Institute of Develop- 
ing Economies, many of these withdraw- 
als have been due to disagreements over 
exports. Japanese companies are particu- 
larly concerned by inroads their South Ko- 
rean partners are making into the South- 
east Asian market. 


Recent changes in technology and pro-.^ 


tectionism 
Europe have had the combined effect of 
changing the overseas-investment 
priorities of many Japanese companies, 
particularly electronics producers, draw- 
ing their attention away from formerly 
popular Asian production sites such as 
South Korea. Robots and other labour- 
saving devices have dramatically reduced 
the wage component in production costs 
of a broad variety of products: for exam- 
ple, labour costs now make up only 3% of 
production costs of colour TV sets in 
Japan, formerly a highly labour-intensive 
operation. 

These technological changes have 
brought offshore production back to 
Japan in many cases, while protectionism 
in the US and Europe has encouraged Ja- 
panese manufacturers to set up new plants 
in these essential markets — an increas- 
ingly cost-effective proposition in any 
case, Owing to the new labour-saving pro- 
duction technology 


Changes in investment activity by Ja- — 
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in the United States and — 


panese companies in South Korea suggest 
the two countries have lost some of the 
complementarity so evident in the 1970s. 
Recent trade figures underline the point: 
total bilateral trade slipped from US$9.8 
billion in 1981 to US$8.6 billion in 1982; 
preliminary figures for 1983 indicate a 
further, slightly smaller drop. Although 
the global downturn in trade played a role 
in this fall-off, import substitution in 
South Korea’s capital-goods sector is also 
believed to have played an important part. 

Japanese businessmen frequently com- 
plain of a complex of South Korean im- 
port controls which appear to be thinly 
veiled attempts by Seoul to curb Japanese 
imports; equally common, though, is the 
complaint that South Korean companies 
are cutting back on all purchases, espe- 
cially imported ones, due to tighter con- 
trols on borrowings and foreign-currency 
allocation. 

Nonetheless, South Korean industry re- 
mains in many regards highly dependent 
upon imports from Japan. Despite the im- 
pressive inroads made by South Korean 

achinery producers, around 70% of all 
B. machinery is imported from 
apan, and owing to their dependence on 
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ceeding 60,000 tonnes a year. This was the 
first time Japanese companies had agreed 
to import steel on a long-term contract 
basis; previously their purchases had been 
on the spot market. 

South Korean imports equal around 1% 
of total steel production in Japan, but Ja- 
panese producers were sufficiently nerv- 
ous about continued imports, and under 
sufficient pressure from their own over- 
capacity problems, to think twice about 
supplying the equipment requested by the 
South Koreans to build the country's sec- 
ond integrated steel mill for the Pohang 
Steel Co. (Posco) in Kwangyang. Under 
government guidance, Japanese steel- 
makers helped build Posco's first mill, 
now the source of much of the imports 
causing so much worry. 

South Korea responded to Japan's re- 
luctance by establishing contact with 
European equipment suppliers, who 
showed much interest in the Kwangyang 
project. When the Japanese realised the 
mill was going to be completed with or 
without their participation, they entered 
bids. Tenders for a hot-strip mill to be de- 
signed and built by Mitsubishi Corp. and 
Mitsubishi Heavy Industries have been ac- 


Posco plant: Japan thinks twice about new equipment. 


Japanese engines, roughly 50% of the 
-alue of South Korean-made ships comes 
from Japan. 


ttracting the greatest interest in recent 

years have been South Korean steel ex- 
ports to Japan, which have grown rapidly 
in recent years, to around 1 million tonnes 
in 1982, or 33% of total steel imports. In- 
deed, steel exports to Japan in 1982 were 
twice the 1979 level and for the first time 
outweighed South Korea's own imports of 
steel from Japan. This trend has created 
serious concern among Japanese steel 
producers, who also are finding the South 
Koreans making growing inroads into for- 
merly "safe" markets, particularly in 
Southeast Asia. 

The flow of South Korean steel into 
Japan seems likely to continue. Late last 
year a group of Japanese companies led by 
Mitsui and Co. and Marubeni Corp. 
signed a long-term contract with South 
Korea's Inchon Iron and Steel Co. to buy 
at least 5,000 tonnes of H-shaped girders 
on a monthly basis, with purchases not ex- 
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cepted by the South Koreans, subject to 
price negotiations. 

The other major contracts for the mill 
are likely to go to British and West Ger- 
man companies. The Japanese are not 
alone in showing concern over the new 
steel mill: in December the US Eximbank 
announced it would not be financing ex- 
ports of equipment for the mill because of 
the current overcapacity in worldwide 
steel production. 

The issue of technology transfer is im- 
portant to the future of the bilateral re- 
lationship. Numerous studies have shown 
that, apart from technology associated 
with steel production, technology trans- 
ferred from Japan to South Korea has 
been cheaper and more standardised than 
has been the case with US technology. 
Just as was the case in Japan, rising labour 
costs in South Korea will create a rapidly 
growing need for technology-intensive 
production. Given the similarities be- 
tween the two countries, Japanese pro- 
duction technology appears to be the logi- 
cal choice. 


| 


At a ministerial meeting DNIT: 


year, South Korean officials called for 
much greater technology transfer from 
Japan, including that from key areas such 
as microelectronics, biotechnology and 
robotics, in which Japan is a world leader. 
Not surprisingly, the Japanese took a non- 
committal attitude, insisting that such 
matters were for private industry, not gov- 
ernments, to decide. This is only partly 
true: the Japanese Government took an 
active role in arranging for Japanese par- 
ticipation in the building of the first Posco 
steel mill, and according to a source in the 
Foreign Ministry played a definite, if less 
public, role in encouraging Japanese steel 
firms to assist with the second mill. 


here is probably too much vague talk in 

South Korea about just what techno- 
logy is needed, and requests for all the 
latest the Japanese could possibly offer 
were partly a bargaining ploy. Toru Yan- 
gihara of the Institute of Developing 
Economies said: *They are not sure about 
what they really want — they seem to want 
to strengthen both middle and high 
technology." In future, he saw a great deal 
of potential for cooperation at the middle- 
technology level — at which level the 
similarities between the two countries 
traditionally have led to good results. 

According to figures from the Eco- 
nomic Planning Board (EPB) in Seoul, 
the South Korean preference for Japanese 
technology held through 1981-83, when 
Japanese contracts amounted to roughly 
half of all technology inflow. The domi- 
nance of Japanese technology was espe- 
cially marked in electronics, machinery 
and chemicals sectors. Contracts with Ja- 
panese firms, however, also accounted for 
the bulk of the EPB’s list of “unfair con- 
tracts” signed by South Korean firms with 
foreigners — the main reason cited being 
that the contracts contained restrictions 
on exports. 

Tokyo has agreed to sponsor the train- 
ing of 1,500 South Korean workers a year 
in various medium-technology areas, such 
as machinery, but past experience with the 
training of foreign workers in Japan has 
yielded very mixed results. According to 
Hattori, guest workers frequently leave 
Japan feeling that the Japanese “don’t 
teach them the secret.” Japanese workers 
are usually trained on the job, and this is 
typically a very slow process, conducted 
over a period of years rather than the six 
months to one year the South Koreans 
spend in Japan. 

It appears certain that South Korea will 
remain dependent on technology from 
Japan for many years to come. While they 
dislike any dependence on the Japanese, 
the South Koreans continue to show a 
marked preference for Japanese technol- 
ogy. Said one European diplomat in 
Seoul: “Whatever the unfortunate histori- 
cal memories on both sides, the Japanese 
are much better at all the ins and outs of 
doing business here than anyone else, and 
above all, they symbolise a kind of success 
that the [South] Koreans look upon as ob- 
tainable; you cannot beat that combina- 
tion.” o 
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1949 while acreage has jumped from 2,800 
ha. to 450,000 ha. — it has not come 
easily. The Chinese are fond of pointing 
out that conventional wisdom dictates 
rubber is best grown in a belt stretching 
from 10 degrees south of the equator to 15 
degrees north, and commercial grades 
cannot be grown north of the 17th paral- 
lel. The southern tip of Hainan is above 
the 18th parallel. 

Hainan's climate resembles Malaysia's. 
Indeed, rubber trees were first planted in 
China in 1906 by Overseas Chinese re- 
turning to Hainan from Malaysia. Today. 
China, the world's fifth largest rubber pro- 
ducer and fourth largest in terms of ac- 
reage, is cultivating all of its plantations 
between 18-24 degrees north of the 
equator, on Hainan and in Guangdong, 
Guangxi, Yunnan and Fujian provinces. 
All the other major rubber producers in 
the world — Malaysia, Indonesia, Thai- 
land, Sri Lanka, India, Nigeria and Viet- 
nam — fall in the optimum belt straddling 
the equator. 


Jakarta: Inflation: which held at 12% last 
year, might be more difficult to contain 
this year should a pick-up in the economy 
materialise. A major cost-push factor will 
be the recent fuel-price increase which 
came into effect just a few days after the 
1984-85 budget’ was announced. Like 
those introduced a year earlier, the price 
increases were largest for the lower fuel 
grades widely used for household con- 
sumption and commercial transport, thus 
hurting mainly lower-income groups. 
Prices of fuel at the upper end of the 
scale — for aviation purposes, as well as 
high-octane petrol — remain the same. 
President Suharto in his budget address 
explained that a fuel-price adjustment was 
necessary to limit expanding subsidies on 
oil — whose domestic consumption was 
on the rise. The fuel- -price increase, it was 
argued, would limit the rise in oil subsidies 
to Rps 1.2 trillion (US$1.21 billion); with- 
out it, this would have ballooned to Rps 
2.7 trillion. Soon after the announcement, 
bus-fare increases of 50-100% were an- 
nounced, Train fares also will be raised by 
1775. Independent of the fuel-price in- 
crease, the price of cooking oil — an es- 
sential household item — has almost dou- 
bled since late 1983.. 
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China, produces more r ; 
Huang's research institute cannot do 
much about the location of Hainan, but it 
can work to raise yields in other ways. The 
industry has been racked by low-yielding 
trees, shortages of fertiliser, poor husban- 
dry, frequent typhoons and poor water 
conservation. The tropical-crops academy 
is helping to reverse this by introducing 
new farming te 'chni ques and strains of rub- 
ber trees, 80 e imported and some de- 
in the i te. Construction of 
shelterbelts and closer planting of trees, 
for instance, better protects plantations 
against the onslaught of Hainan's devas- 
tating summer typhoons. Terracing. of 
plantations on mountain slopes and inter- 
cropping with smaller plants should pre 
vent soil erosion. (Hainan has suffered se 
vere. deforestation and erosion over th 
past 30 years, with natural-forest co 
slipping from 35% to 10% of the island 
total area.) 










A’ more of the newer strains better suit- 
ed to Hainan’s environment enter pro- 
duction — it takes six to eight years for a 
newly planted tree to reach production — 
yields, which Huang puts at 750 kgs for 
some plantations, should rise. Yields on 







39% rise in routine governinent expendi 
ture budgeted for fiscal 1984-85. Included 
in this category are civil servants' wages, 
which will be raised by 15% after being 
kept constant for two years running 
Labour Minister Sudomo also has calle 
on the private sector to raise wag 
cordingly, which, depending. or 
tion results, could fuel i 
But, at least, the. | 
two new monetary : uments ith which 
to control the money supply and interest- 
rate. movements more effectively 
(REVIEW, 2 Feb.) The recently an- 
nounced discount-window facility and 
Bank Indonesia certificates were expected 
to come into effect in early February. 
Despite the mad rush for US dollars 
stemming from devaluation rumours just 
before the budget, announcement, the 
rupiah exchange rate has remained quite 
stable at Rps 995:US$1. The public grew 
nervous when the rupiah started to 
weaken against the US dollar late last 
year: So, when the government postponed 
the budget announcement for several 
days, the public panicked, expecting a 
ma jore economic announcement. The local 









On the demand side: there i isa sizable om: ka : 








the research institute’s 1,000-ha. experi- 
mental plantation have reached 3,000 kgs 
a ha. Huang says the chronic shortages of 
fertiliser have been overcome on state-run 
plantations, which account for about 80% 
of the island’s acreage under. rubber, 
though shortages continue on collectives. 
Some of the island’s fertiliser plants are 
idle as not enough raw materials can be 
shipped in from the mainland owing to 
silted-up harbours. 

Satisfied with the viability of China’s 
rubber expansion plan, the Interna- 
tional Development Association — the 
soft-loan window of the World Bank — 
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budget announcement and the fuel-price 
increase. | 

With the trade balance improving, ear- 
lier projections of a current-account de- 
ficit of more than US$6 billion for 1983-84 
have been scaled down. For the current 
fiscal year, exports are projected to reach 
US$19.1 billion, with a surge in non-oil ex- 
ports partially offsetting the drop in oil 
and liquefied natural gas. exports. 
Imports and services are forecasted to 
reach US$17 billion and US$7.1 billion 
respectively, resulting in a current-ac- 
count deficit of US$5 billion. Covering 
this deficit is US$5 billion worth of conces- 
sional aid and export credits; in addition. 
there is US$1.9 billion worth of commer- 
cial loans. 

On top of nearly US$2 billion worth 
of commercial debt lined up this fiscal year 
— but not fully drawn — the government 
has recently tapped the market for another 
US$500 million. The loan, which carries 
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has agreed to lend China US$100 million 
to support a rubber-development project 
during 1984-1988. The balance of the 
US$300 million. investment will come 
from the central government and state 
farms. The project, which is expected to 
boost rubber production by 72,000 tonnes 
a year by 2000, calls for construction of 
21,000 ha. of new state rubber planta- 
tions, rejuvenation of 15,000 ha. of old 
plantations and the planting of 4,000 ha. 
of new fields on communes, mostly on 
Hainan. 

The estimated 31,000 workers on the 
project farms will be trained in tree plant- 
ing, soil testing, application of fertilisers, 
sapling nursing and transplanting, plant 
disease and pest control and rubber pro- 
duction. An estimated 12,000 ha. of shel- 
terbelts will be constructed; roads, power- 
transmission and telephone lines will be 
built, and buildings for workers put up. 

Hainan, which recently opened its 
doors to foreign investors, would like to 
see Southeast Asian rubber-plantations 
firms enter joint ventures. Kumpulan 
Guthrie of Malaysia is the key foreign in- 
vestor in a US$30 million oil-palm planta- 
tion in northwest Hainan. The Chinese 
are providing land and labour for the joint 
venture, which also includes Intraco and 
Nan Hai Plantations, two Singaporean 
concerns. Planting of oil-palm began in 
1982 and palm-oil production on the plan- 
tation, which may expand to as much as 
8,000 ha., should start in 1985 or 1986. D 





interest at 0.75 of a percentage point 
above the London inter-bank offered rate 
for 75% of the amount and 0.2 of a point 
over the United States prime rate for the 
remainder, is lead-managed by Chase 
Manhattan Bank and co-managed by 
Bank of Tokyo, Industrial Bank of Japan, 
Lloyds Bank International and Morgan 
Guaranty. The loan is for eight years with 
a tentative grace period of 4.5 years. 

According to latest. central-bank fig- 
ures, the overall balance-of-payments 
position for calendar 1983 comes out to a 
surplus of US$654 million, raising official 
foreign-exchange reserves held by the 
central bank to US$4.8 billion at end- 
1983. Also, there is another US$3.8 bil- 
lion held by the commercial banks, bring- 
ing the country's total foreign-exchange 
reserves position up to US$8.6 billion. 

Faced with the prospect of declining re- 
venues from oil, the government has 
moved ahead with major economic 
changes: the rephasing of major projects, 
the bank-liberalisation policies, the new 
tax regime and a consistent reduction of 
government subsidies. The budget carries 
no provision for food subsidies, while the 
central bank is gradually reducing its sub- 
sidised liquidity credits, used to fund 
priority-sector loans. The problem, how- 
ever, is how to go about doing this without 
fuelling inflation and diverging too far 
from Indonesia's equity objectives. 

— MANGGI HABIR 
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Here you'll bathe in the warmth of 
our unique brotherly care and 
hospitality, a part of the Chinese 
tradition that is also reflected 
in other pleasant ways: gourmet 
dishes; ideal location; 304 clean, 
elegant rooms and suites; 
moderate tariffs. No wonder we 
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and, befittingly, the top honor 
for a distinguished hotel in 
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Darjeeling tea-pickers: trouble brews over high prices. 


COMMODITIES 





India’s ted strainers 


The authorities slap an export ban on the popular CTC 
variety to boost domestic supply following a price boom 


By Jayanta Sarkar 

Calcutta: With a view to countering the 
threat of a possible shortage of CTC tea 
(named after the three-stage process of 
curl, tear and crush), the Indian Govern- 
ment has, for the first time, imposed a ban 
on the export of this variety. CTC tea ac- 
counts for nearly 90% of tea consumed in 
India. The order applies to both bulk and 
packet exports. The measure is intended 
to make more CTC tea available in the 
country and to check soaring prices. 

In 1978 the government imposed an ex- 
port duty of Rs 5 (0.5 of a US cent) a kg. in 
the wake of a sharp price upturn. But since 
New Delhi’s main concern this time 
around has been to retain more CTC tea 
within the country, it has opted for an ex- 
port ban. Explaining the rationale behind 
the measure, which came into force on 24 
December 1983, Indian Tea Board chair- 
man Jagdish Khattar said the ban would 
bring more CTC tea to Indian consumers. 
Without it, about 48 million kgs of north 
Indian CTC tea was expected to come to 
Indian auction centres during the period 
January-March this year. An additional 
30 million kgs were now likely to be availa- 
ble to local consumers before northern 
India, the main producer of CTC tea, 
starts harvesting a new crop by the end of 
April or early May. 

Immediately before the ban, CTC tea 
prices had soared to a new high in the 
north Indian auction centres of Calcutta, 
Gauhati and Siliguri. The average price 
. was around Rs 33-35 a kg. The London 
auction price was also rather high at about 
260p (US$3.60) a kg. “The price was ju.t 
too much for a poor Indian tea-drinker," 
said an industry spokesman, “and since he 
needs something to drink, he would other- 
wise have switched over to cheap harmful 
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country liquors or something like that." 
t Still, the decision came under criticism, 
mainly because of its impact on export 
earnings. With the world price high and 
with good overseas demand, this was the 
time, many in the industry and trade 
thought, when India should have gone all 
out to earn foreign exchange. 

Last year proved to be exceptionally 
good. The pace was set by developments 
that took place in India towards the 
end of 1982. Prices on the international 
market started moving up when tea- 
warehouse workers in Calcutta went on a 
long strike in December 1982, blocking 
exports through Calcutta's port. That was 
the signal for the price curve, which had 
been flat for the previous four years, to 
inch up. The process was helped by a revi- 
val of buying interest among leading tea 
companies which had, until then, been 
keeping their inventories to a minimum, 
largely because of the high cost of interest 
to be paid on tied-up capital. 


he pipeline had become thin during 

the past few years because there were 
more withdrawals than replenishments. 
Worldwide tea production showed a mar- 
ginal rise of about 15 million kgs in 1983. 
Northern India, Kenya, China and some 
other areas recorded higher crop yields 
while southern India and Sri Lanka regis- 
tered a fall. But the small growth, coupled 
with low inventory stocks, could not 
match the accelerated buying. According 
to Dipak Roy, chairman of a leading 
brokerage firm, J. Thomas and Co., at the 
present rate of consumption growth, the 
annual rise in world production should 
ideally be in the range of 65 million kgs. 

As 1983 progressed, prices tended to 


harden further. Warring Iran and Iraq re- 
sorted to heavy buying from Indian auc- 
tion centres of *orthodox" (or non-CTC) 
tea, which is their favourite, from May on- 
wards. The other main buyers of the or- 
thodox variety are the Soviet Union and 
Poland, but when they found that or- 
thodox prices had shot up, they started 
purchasing CTC. The CTC section then 
came under unusual pressure and prices 
zoomed. 

The break came only after the ban was 
imposed. The average CTC price at a Cal- 
cutta auction dropped by nearly Rs7 a kg. 
in the weekly sale held immediately after 
the move was enforced. The situation has 
recovered since then, partly on account of 
reports that New Delhi might not continue 
the ban for long and partly because of ex- 
pectations that it would be replaced by ex- 
port duty. But the biggest impact of the 
ban was felt in London where the average 
price jumped from about 260p to 330-350p 
a kg. This helped other CTC exporters, 
notably Kenya and other East African 
countries, which produce only this vari- 
ety, to reap a windfall. 

CTC prices also rose in domestic mar- 
kets. Orthodox producers, such as Sri 
Lanka, benefited too as more buyers 
turned to them in order to meet their re- 
quirements for tea. But this level could 
not be sustained for long, many in tea cir- 
cles believed. And they are being proved 
right. The average London price, for in- 
stance, had by the end of January come 
down to 305-310p a kg. With prices high 
demand is bound to weaken. 

New Delhi is constantly reviewing the 
ban since its continuance is likely to dis- 
courage CTC production. An early deci- 
sion is expected. India's 1983 tea-export 
earnings peaked at a new high of more 
than Rs 5 billion for some 205 million kgs. 
This was about Rs 1.3 billion more in 
value and nearly 16 million kgs more in 
volume than in 1982. 

At the same time, the government is 
keen to ensure that there is no shortage 
within the country. One proposal is to 
make producers sell a stipulated propor- 
tion of their crop through the auction 
centres. Some restrictions on forward 
sales, both within the country and outside, 
are now in force and might be continued. 
Still another thought is to fix maximum 
and minimum prices for major grades of 
tea. It appears that India cannot afford to 
lose its export market and yet it cannot 
deny adequate supplies to its own consum- 
ers either. New Delhi has asked the lead- 
ing packers to cut prices on 1 February. 

One way of resolving the dilemma 
would be to accelerate production. Dur- 
ing the past few years India’s production 
increases have averaged a paltry 2.8% a 
year. Production in 1984 is expected to be 
raised to 620 million kgs (against 585 mil- 
lion kgs in 1983), but this too would fall 
short of the sixth five-year plan target of 
705 million kgs. A crash plan has been in- 
itiated for Darjeeling tea, which has 
hardly benefited from recent develop- 
ments. But with virtually only one buyer, 
the Soviets, there is little competition for 
this classic brand. 
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Save on inventory and carrying costs. 
Flying Tigers delivers your cargo fast. 


Major sea shipments demand big warehousing space at both 
origin and destination. The operating and maintenance costs are 
not only expensive but they remain constant despite fluctuations 
in demand. And lengthy delivery times require even larger 

P "safety" inventories that can reduce your company's profitability 
even more. | 

When you ship by Flying Tigers, instead of by sea, you can 
replenish inventories in a matter of days. So there's no need to 
pay carrying costs or warehousing costs on extra large inven- 
tories. And maintaining smaller inventories provides more work- 
ing capital for profitable investment. 


Consider all the costs associated with shipping by sea. 
In the long run, airfreight may make more sense. 
And throughout Asia, Europe, Australia, South 
America and the U.S., Flying Tigers 
is the only air cargo carrier 
you'll ever need. 
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THE $40 


EXCELLENCE. 
! MEETING 






Westin Hotels' Philippine 
Plaza, Manila's premiere 
conference hotel, offers added 
value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila's 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 


* A special group rate of 
US$40* per night, single or 
double occupancy. 





One complimentary suite WWE Kojo Tanaka/BCL 
for the first 12 rooms used, 


one additional complimen- The 


tary suite for every 50 


rooms thereafter. Giant Panda 


* Complimentary use of 


meeting room, audio-visual needs your help 


and other meeting equipment EC 

e Package price of US$14 to SUIVIVC 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 


OS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 


morning snack, lunch and that's bad news for the Giant Panda, which 
afternoon snack. depends for its survival on huge amounts of 
; bamboo. 
e 50% discount on health je: ; 

Tm) o But that’s just one of the problems facing the 
club facilities and 20% Pandá. 
discount on some Executive To ensure that it has a future it is vital to 
Center services. preserve the complex ecosystem in which it 


lives, to carry out research into its dietary needs 


e Other special features such aber j 
and investigate possible alternatives, to discover 








as pre-registration and the reasons for its low reproduction rate, to 
welcome drink in the room. study the problem of internal parasites —all these 
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i N ep iren a les da Recognition of the urgent need to solve these 
your next meeting. and other problems has resulted in a unique and 
historic partnership between WWE and the 

People's Republic of China. 
WWE has agreed to contribute US 
WESTIN HOTELS $1,000,000 towards a total of about US 
Phili A Pl $3,000,000 needed by the Chinese Govern- 
ill ne liaz ment to mount a major Panda Conservation 
Pp! Q Programme. This includes construction of a 
Manila's finest hotel research and conservation centre in the largest of 
is also a seaside resort. the Panda reserves - Wolong Natural Reserve in 

Sichuan Province. 
A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
* Plus 1096 government tax Wolong together with top Chinese scientists 
and 10% service charge. under the leadership of Professor Hu Jinchu. 






The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWE needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WW'F acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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e A FLURRY of takeovers and mer- 
gers involving New Zealand’s top com- 
panies has fired up an already heated 
sharemarket. The jostling for position 
among the top 20 companies is seeing the 
links among these large industrial or- 
ganisations forged ever closer in a busi- 
ness environment which always has been 
incestuous. And it seems safe to predict 
that the rush to merge will continue. 

The sharemarket’s performance indi- 
cator, the NZUC Industrial Index — 
which measures share-price movements 
of the major companies — topped the 
1,400 level in January. It had reached the 
1,000 mark only at the end of October 
1983, up from little more than 600 at the 
beginning of last year. The rise to 1,000 
was based mostly on the government's 
strong efforts to bring down inflation 
and interest rates, coupled with anticipa- 
tion of the economic recovery. But the 
rise from 1,000 has been much more in- 
fluenced by takeover fever. 

In November 1983, New Zealand's 
two biggest food companies — Good- 
man Group and Wattie Industries — 
moved jointly to gain a 24.996 
shareholding in NZ Forest Products, the 
country's second-biggest company with 
massive forest resources. Goodman and 
Wattie own shareholdings in each other 
of around 35%, with representation on 
each other's boards. In turn, Goodman 
has a 23.2% shareholding in transport 
and tourism operator TNL Group, while 
Wattie has a 24.9% share of the big meat 
processor, Waitaki NZR. The attraction 
for Wattie and Goodman in Forest Pro- 
ducts was understandable — it has huge 
unrealised assets in its forests, strong ex- 
ports and a very solid financial base. 

But the sleepy giant did not take 
kindly to the attention it received and 
just prior to Christmas struck back with a 
successful bid for 24.9% of Wattie; it 
also bought about 8% of Goodman 
(REVIEW, 5 Jan.). Forest Products, re- 
garded as one of the more conservative 
companies among the majors, then an- 
nounced it would offer shares and cash 
for the 40% of Wattie not held either by 
itself or Goodman. 

Goodman was outraged at the thought 
of being in a minority position in what 
would then be an unlisted company. The 
stock exchange said the bid should be ex- 
tended to all shareholders (including 
Goodman), and tried to suspend Forest 
Products shares from on-market trading, 
to which the company reacted by gaining 
a court injunction to allow continued 
trading in the shares. 

The verbal attacks moved back and 
forth among the protagonists. Then 
Goodman announced it would be mak- 
ing à share swap with the giant Austra- 
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Tales of pillage and incest 


lian industrial group, Elders IXL, which 
would give Goodman 14% of Elders and 
Elders 22% of Goodman. Goodman 
said it was not a defensive move, but ob- 
servers recognised that the ploy would 
prevent Forest Products from achieving 
control of Goodman (through Wattie) if 
its bid was allowed to succeed. 

But the key to the whole saga was the 
entry of New Zealand entrepreneur Ron 
Brierley's Brierley Investments, when it 
picked up a 10% stake in Wattie. The 
NZ$40 million (US$26 million)-plus 
purchase means Brierley now has centre 
stage and the ultimate control of the 
eventual outcome of this corporate chess 
game. Some observers were quick to 
point out that it is ironic that Brierley, 
through its Australian subsidiary Indus- 
trial Equity Ltd (IEL), was the prime 
motivator in allowing Goodman and EI- 
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A Wattie farm: joint move. 





ders to forge closer links in the first 
place. IEL made a bid for the giant 
Carlton and United Breweries in Aus- 
tralia, which had control of Elders IXL. 
Elders moved to prevent the bid and 
gained control of its effective parent. 
The resulting need to restructure its cap- 
ital provided ideal access for Goodman. 
e BRIERLEY, on other fronts, has 


been methodically working at its take-- 


over game in both New Zealand and 
Australia. It surprised investors early in 
January when it announced plans to 
merge with fellow investment company 
Bunting and Co., which is run by former 
Brierley executives. The merger not 
only links some of the best investment 
and management brains in the country 
but also some valuable strategic 
shareholdings in a raft of companies. 
The resulting closer links between 
sharemarket “heavies” now sees numer- 
ous companies intertwined through 
shareholdings. For, quite apart from the 





| continue. And with more than 20 new 






















































connections among Forest Products, 
Goodman, Wattie and TNL and 
Waitaki, Forest Products has 40% of 

UEB Industries, a major carpets and | - 
packaging company, which in turn has | - 
26% of horticultural and pastoral ser- 
vicer Yates Corp. Add Brierley and | 

Bunting and all the shareholdingsandin- | | 
fluences they wield, and the result is an | 
amazing network which touches every | 
industrial sector and indirectly affects | - 
hundreds of thousands of people. X 

All this frantic position-taking over | 
the past three months has done wonder- | 
ful things for the share prices of leading 
stocks. The combined market capitalisa- 
tion of the top 10 shares, at around NZ$5 
billion, now outstrips the combined 
capitalisation of the sharemarket’s 200- 
plus stocks just 12 months ago. It also 
means that all but one of the top 10 com- 
panies now has a capitalisation of more 
than NZ$270 million; in June 1983 only 
the top three were in that position. 

The inflated prices of the leaders have | 
pushed price/earnings (p/e) ratios up | - 
markedly. Historic p/e ratios for the top | - 
50 companies now are an average 12.3, 
compared with 5.2 a year ago, with the | - 
dividend yield falling from 8% to 3.8%. | 
e THERE are many reasons for the | | 
takeover madness which has hit New 
Zealand business with increasing fer- 
vour. A major component is outdated 
takeover laws, which have huge 
loopholes and inconsistencies. But New 
Zealand is also. a, country where it is 
cheaper and easier to buy ready-made 
assets, in the form of companies, rather 
than expand into,new endeavours. For - 
example, to get a mining licence in New 
Zealand requires consents from nearly 
20 government; departments (plus 
numerous consents from-local govern- 
ment and  Qquasi-government au- 
thorities). There isan enormous amount 
of red tape involved in starting anything 
new. Companies with the energy or capi- 
tal to expand also face a stagnant local 
economy, which already has consider- 
able overcapacity in many industrial sec- 
tors; thus growth in earnings tends to 
come from acquisition. 
~ Takeovers are remarkably easy. The 
vast majority of applications to the offi- 
cial Examiner of Commercial Practices 
are approved in the first instance and it is 
extremely rare that a takeover proposal 
goes to a public Commerce Commission 
inquiry. Unless and until the takeover 
laws are tightened up, the rush to merge 
with or acquire other companies will 
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companies listed on the stock exchange 
in 1983, and at least another dozen plan- 
ned this year, there is a new source of 
takeover prospects in store. 
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Harnessing the power of aid 


With assistance from various donors, including China, Nepal 
launches hydroelectric-power and pulp-and-paper schemes 


By Kedar Man Singh 
Kathmandu: Nepal has launched two im- 
portant development projects — a US$72 
million 33-mw. second-phase hydropower 
project at Kulekhani, with economic as- 
sistance from Japan, and a US$20 million 
pulp-and-paper mill, with a daily capacity 
of 10 tonnes, at Nawal Parasi, 290 miles 
southwest of Kathmandu. 

Civil works for the Kulekhani second 
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All dressed up 


phase are being undertaken by Japan's 
Hajamagumi construction company in 
collaboration with the Hydro Engineering 
Corp. of China. They are expected to be 
completed in 1986. The project will help 
Nepal meet growing power demand in 
Kathmandu, the capital, and the central 
development region until 1988, when the 
US$326 million, 66-mw. | Marsyangdi 





. . . but nowhere to go, say detractors of the republic's highly 
sophisticated and comprehensive new stockmarket index 


By Lincoln Kaye 
G epore, as an aspiring financial cen- 
tre, now boasts what may be the world’s 
most sophisticated stock-exchange index. 
The new indicator, unveiled in January, 
embraces every counter on the market, 
rather than just a limited sampling as is the 
case with most other stock indices. And 
instead of counting each of the component 
shares equally, the new Stock Exchange of 
Singapore (SES)  All-Shares Index 
weights them according to the total 
capitalisation of the listed firms, 

An index this comprehensive and re- 
fined, its inventors claim, could only be 
developed on an exchange such as Singa- 
pore’s, where the full range of 265 coun- 
ters is large enough to. be interesting but 
small enough to be manageable, and 
where there is sufficient computer capa- 


city to keep so extensive and involved a 
calculation up to date. 

But, so far, potential users of the index 
— brokers, investors, businessmen and 
academics — seem unimpressed, even 
after more than a month’s worth of daily 
all-share quotations by the SES. Part of 
this lack of interest might be explained by 
the entrenched status of various already- 
familiar (albeit much cruder) indices, each 
with its own following: the most widely 
watched being the Straits Times Index of 
30 industrial blue chips. 

The capitalisation-weighted Fraser's In- 
dustrial Index, which the REVIEW follows 
(page 82), includes Singapore-incorpo- 
rated banks as well as industrials among its 
25 blue-chip components. The 40-stock 
index maintained by the Oversea-Chinese 


SES trading floor: an ideal environment for the new system, say its proponents. 
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hydropower project will be completed, ac- 
cording to Minister for Power and Water 
Resources Pashupati Rana. 2 

He said civil works are being underta- 
ken at 46% below the government's esti- 
mate, which will substantially cut down 
the overall estimated cost of the project. 
Japan has extended a US$72 million long- 
term soft loan for the implementation of 
the Kulekhani second phase, which is to 
be run with the tailrace water from the': 
Kulekhani first phase, which was com- 
pleted in the summer of 1983 with Japan- 
ese, Kuwaiti and World Bank assistance. ` 

Rana said all fund requirements for the 
Marsyangdi project already have been 
committed by the country's major aid 
donors at their meeting in the final week 
of October 1983. For this project, the 


Banking Corp. (OCBC) includes planta- 
tions, property and hotel counters as well 
as banks and industrials in its capital- 
weighted calculation. 

ut unfamiliarity is not all that keeps 
punters away from the new index. The 
very strengths alleged by the SES promot: 
ers of All-Shares — its comprehensiveness 
and “realistic” weighting of components 
— are cited by some as weakening it as a 
trading tool. Although, at nearly US$50 
billion, Singapore is nominally the best- : 
capitalised exchange in the region, almost 
80% of its shares are tied up either in 
closely held family stakes or in thinly 
traded local listings of foreign issues 
(Shroff, REVIEW, 24 Nov. '83). Brokers 
argue that inclusion of these "inert" shares 
in the index clouds the issue of what ac- 
tually is tradeable on the market. 

On the other hand, researchers dismiss 
the All-Shares Index as an economic indi- 
cator — a sort of ballpark valuation of 
Singapore's standing plant investment — 
on the grounds that it is too influenced by 
speculative whims. * You can't even use it 
as a barometer . . . to guage how much 
punting money is available," complained 
one economist, "since the inclusion of 
heavily weighted but locally untraded 
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Kulekhani stage one: more on the way. 





World Bank agreed to extend financial as- 
sistance worth US$106 million, while the 
West German financial institution KFW 
has lent US$71 million for the purchase of 
capital goods and equipment from West 
Germany and Opec is committed for 





foreign counters confuses the issue.” 

Such comments highlight a principal de 
sideratum of traders and researchers alike 
in a market index: that it assign each com- 
ponent share an importance commensu- 
rate. with its trading activity — in other 
rds, weighting by turnover. But such an 
ex, besides being onerous to calculate, 
uld be statistically meaningless, since 
both the component share prices and the 
weightings would constantly shift, so that 
no useful comparison could be made from 
one day to the next. 








S: instead, statisticians more or less 
crudely approximate turnover weighting 
when they select their index components. 
A blue-chip index, one line of reasoning 
goes, focuses on the stocks that are most 
"important" and widely watched (to some 
extent a self-fulfilling prophecy). Al- 
though it has the merit of being easy to 
understand, this somewhat arbitrary ap- 
proach can make for an index that could 
become rapidly outdated — one year's 
blue chip might be the next year's dud. On 
the other hand, capital weightings justify 
themselves with the notion that the more 
there is of a given issue's scrip, the more of 
it is likely to be traded — a dubious pro- 
B. in less mature markets such as 






gapore's. 
The co-authors of the All-Shares In- 
dex, National University of Singapore 
statisticians Saw Swee Hock and Tan 
Khye Chong, sought to avoid the ad hoc 
subjectivity of the selective blue-chip ap- 
proach. But in so doing, they over-zeal- 
ously applied the “objective” capital- 
weighting criterion, critics charge, so that 
their results have little to do with day-to- 
day trading reality. Many market profes- 
sionals remain happier with indices like 
Fraser’s or OCBC’s, which blend the two 
approaches. 

Nevertheless, the All-Shares Index is 
starting to attract its apostles. For one 
thing, it is practically tamper-proof, even 
in a smallish market such as Singapore’s 
with relatively few major players. A posi- 
tion of just a few million dollars in selected 
counters can significantly move a more 
narrowly based index — a ploy well within 
the power of some fund managers, market 
sources suggest, whose performance is 
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US$30 million and Kuwa 
US$17 million. The Nepalese 
Government will: meet local ex- 
penses over and above the total 
loans of US$326.2 million. 

When the project is completed 
it will meet Nepal's power require- 
ments until 1990, when vet 
another project — the US$400 
million, 215-mw. Saptagandaki 
hydropower project — will be 
launched with funds from the 
World Bank and other international fi- 
nancial institutions. Rana said that in 
order to boost agricultural production and 
also to enhance export-oriented industrial 
development in the country, the govern- 
ment has permitted the private sector to 
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FAR EASTERN FUND UP 
1151.00% OVER 13 YEARS + 







NEW TOKYO S.E. 





INDEX UP 
13 YEARS 









N 
| 
E AÁ 





A. A EN OS de 
INDEX UP 
359.14% OVER "PI TT 
13 YEARS 









TIT 
liii 
liii 
Hain 


ELIT 


LB 


t 





C 
c 
yrs 


\ 
A; 
4 
f 





AS 
E 
" 
7 











All figures are as at 25th January 1984 
f Up 2035.4% in terms of sterling 
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The foundations of the Chinese-aided — - 
Bhrikuti paper-and-pulp factory, meañ- 
while, were laid by Prime Minister 
Lokendra Bahadur Chand late last year. It J 
will employ 300 workers. Production is ex- | 
pected to meet a fifth of the country’s re- — — 
quirement when commissioned in 1985. 

Chand noted with appreciation the role 
played by Chinese aid in various aspects of 
Nepal's economic development, mention- — ' 
ing specifically such projects as a brick- | 
and-tile factory, a cotton-textiles mill and — - 
a leather-and-hides factory, as well as the 
construction of several important high- 
ways. He described the pulp-and-paper am 
i ü- 
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factory as a top-priority project. 
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Save & Prosper Jardine Far Eastern | 
Fund has had an exceptional record of | 
success since its launch in 1970. ` 
PERFORMANCEOVER 5YEARS 3YFARS 1 
Jardine Far Eastern Fund "7 
toffer price) FGI — *41.10x | 
New Tokyo S.E. Index* + 91.4% + 115.5% 4 
Hang Seng Index* č + 524% —- 35.8% 11 
* Adjusted for movenients in the relevant exchange rates 
against the USS. Calculations based on information obtained 
from The Financial Times.and Yamaichi 


Prospects for the Fund 


Far Eastern stock markets have rallied 
strongly in response to the US recovery and rises 
on Wall Street. Whilé prospects still depend to 2 
some extent on US developments, we expect j 
expansion to continue irrespective of any tighter 4 
US monetary policies, 3 

Japan (57.5% of the holdings) Scope for , 
autonomous expansión is strong. We expect 
spending and capital investment to replace 
exports as the economy's driving force. 

Hong Kong (14.3%), Australia (17.4%), 
Singapore (8.0%) We anticipate that stock 
markets will consolidate recent advances and i) 
offer excellent growth potential. 


While we believe investment in this Fund 
could be very rewarding, the price of shares in 2 
the Fund may go down as well as up. 


Se SS wee cem» we 03 360—000 Auct ^ | 
To: W.H. Glover, Managing Director, A 
Personal Financial Consultants Ltd.. 
1301 World Trade Centre, P.O. Box 30927. ` 
| Causeway Bay, Hong Kong. Tel: 5.7908448. 
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—. Then, too, Saw and Tan have incorpo- 





rated statistical refinements into their 
iadex far beyond anything attempted in 
earlier-vintage, hand-calculated indices. 
An index number is basically a fraction: 
the numerator on top is a weighted sum 
of current share prices, which is divided by 
a denominator made up of a weighted sum 
of historic share prices dating back to à 
base period. For an index to give a good 
indication of how much prices have 
changed, the base period must be “repre- 
sentative" and the numerator and de- 
nominator must be as comparable as pos- 
sible in their components and weightings. 

Rather than basing their index on the 
closing prices of some past trading day, as 
do most other indices, Saw and Tan aver- 
aged prices over the whole of 1975 as their 
base. And, to keep the numerator and de- 
nominator comparable, they formulated 
ways of updating their base to allow for 
subsequent rights and bonus issues, new 
listings, delisting, mergers and acquisi- 
tions. These procedures (set up in four 
closely written pages of “methodology” in 
the SES' introductory handbook for the 
new index) make the All-Shares numbers 
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1966-based Straits Times or th 
based Fraser's. 

All-Shares is- mother to a brood of six 
sectoral sub-indjces: All-Industrial and 
Commercial, All-Finance, All-Hotel, All- 
Property, All-Plantation and All-Mining. 
These specialised indices could prove 
especially telling when compared with the 
overall market index, suggested Tan. And 
one investment analyst with a Singapore 
brokerage house goes one step further: 
the new SBS indices, she holds, reveal the 
most when plotted against other indices 
such as the Straits Times. That is because 
market interest in Singapore oscillates 
periodically between blue chips and 
speculative counters. By noting when the 
two indices “cross over,” she maintains, 
observers can get a clue to when a new 
cycle begins. 

Such fine-tuned observations may 
prove useful from the trader’s micro-per- 
spective, but in the historic macro-view 
the Straits Times and the All-Shares indi- 
ces diverge sharply. At the end of 1983, 
when punters were euphorically hailing 
record highs for the Straits Times Index, 
the All-Shares Index was down by more 
than a third from its 1981 peak. R) 


Breaking the charmed circle 


American banks are permitted to join the syndicate 
that underwrites and sells government bonds 


By Mike Tharp 

Tokyo: Three United States—based banks 
will become the first foreign members of 
Japan’s national bond-underwriting syn- 
dicate. Although their participation is 
considered a step towards the liberalisa- 
tion of Tokyo's capital;markets, it also 
serves the practical interest of both the Ja- 
panese Government and. the banks them- 
selves. Dis Ses 

The Ministry of) Fitarnce (MoF) is ex- 
pected to approve later this month appli- 
cations by Citibank, Chase Manhattan 
Bank and Bank öf America to join the 
700-member Japanese syndicate that 
underwrites and sells government bonds. 
The syndicate itself recently endorsed the 
applications, and their membership would 
become effective at the start of the next 
fiscal year, on 1 April. Citibank was the 
first of the three foreign institutions to 
apply to join the syndicate in September 
1983. The three banks are the largest and 
among the oldest foreign financial institu- 
tions operating in Japan. 

Nihon Keizai Shimbun, Japan's leading 
financial daily, said the banks would have 
to meet certain requirements and that 
their share of bond underwriting would re- 
main less than that of the lowest-ranked 
domestic regional bank. But MoF officials 
in charge of national bonds said neither 
the syndicate nor the government would 
impose special criteria on the foreign 
firms. “It will be on a case-by-case basis," 
said one MoF official. 
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Initially; the three banks will confine 
their activities to underwriting. Later they 
will join the auction to sell national bonds 
in the secondary market. One of the 
foreign bankers involved in negotiations 
with the MoF called the ministry's ap- 
proval *very important from the Japanese 
point of view. It indicates their strong de- 
sire [to take] another step towards [capital 


market] liberalisation." 
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MoF building: approval expected. 















the liberalisation 
rates. The first step in that process in- 
volves instruments of government paper, 
especially the long-term interest rates 
which are maintained rigidly on 10-year 
government bonds. Unaffected by the 
market, the long-term prime rate, for 
example, is fixed at 0.9 of a percentage 
point above the coupon rate for 10-year 
government bonds. Foreign-bank partici- 
pation in the national bond syndicate 
would help accelerate the liberalisation 
process, analysts suggest. 

Few observers expect the foreigners to 
do much business in the underwriting 
phase of their participation. Some foreign 
banks already have traded government 
bonds for portfolio investment in modest | 
volumes. The volume is likely to increase 
once the banks move to medium-term 
bonds in the government auction from 
long-term bonds. 

Japanesé press reports estimate Japan's 
total bond-market trading will reach a re- 
cord €450 trillion (US$1.93 trillion) next 


fiscal year, up from an po 










trillion during the current fiscal year. T 
balance of government bonds is expectet 
to reach * 120 trillion next fiscal year, with 
trading turnover about two-thirds of the 
combined volume of public and corporate 
bonds. 

Another motive behind the MoF's ap- 
proval is the fact that central-government 
borrowing requirements over the next two 
fiscal years will show a sizablé bulge. The 
government began to issue deficit-financ- 
ing bonds after the 1973-74 oil crisis, and 
the yen equivalent of an estimated US$70 
billion will have to be rolled over in 1985- 
86 when some of those bonds begin matur- 
ing. Foreign financial institutions, with 
their extensive overseas networks, will be 
useful in marketing Japanese. national 
bonds. Furthermore, their participation 
will not hurt domestic banks. 

For their part, the three US banks hope 
to use participation in the syndicate as a 
step to acquiring a licence to sell securities 
in Japan. At present, the E 







rigidly separates banks and s 
urities houses from each other 
business. But Citicorp and Daiwa 
Securities, Morgan Guaranty and 
Nomura Sécurities and Bank of 
America and Yamaichi Securities 
are all interested in forming joint- 
venture trust companies. So too 
are Bank America Corp. and 
Nikko Securities. They view trust 
banking as a growth area of high 
profitability in Japan and seek 
to enter that business, from 
which banks are now. barred, 
through tie-ups with securities 
firms. So far, the MoF has with- 
held approval of the applica- 
tions. 

“Our ultimate aim is to get a 
securities licence,” said one Bank 
of America official. “[The] MoF 
advised us to join the underwriting 
syndicate to get experience, and 
this is the first logical step.” D 
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In the placing of funds, the Manager will h: ve 
to the expertise and dealing skills of Standard Ch: 
Bank Group, which - through its network of dealin 
centres around the world— remains in touch with ¢ 
international markets 24 hours a day, and is recognise 
leader in this highly specialised field. 


The Investment 

.. .lheminimum investment is only £1,000, 
are designated in the following currencies, eac] 
separate fund: 


@ Sterling @ US Dollars @ Deutsche 
@ Swiss Francs @ Yen 


Interest earned is accumulated within each clas 
Share, and no dividends will be paid. All income is 
therefore reflected in the capital value of the Share 

Copies of the Fund’s Prospectus t 
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from the offices of The Charter 
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j The Chartered Bank, Marketing Depr., 
Its objective is to obtain maximum returns for ee pigs ieee ties ; 
eholders by placing funds in the intemational money > É Please send me a copy ofthe Funds Prospectus and 
e efiting from the higher rates of retum available ME I l ar only be made on the basis of the terms set out 
© Careful balancing of the portfolio's maturity profile d | 
ensures tha the investor retains liquidity without sacrificing 
concentrated in short-term deposits inthe 
rrency markets. : 
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- . Offshore Money Ma | ed 
- Itshould be noted that distribution of the Prospectus and the offering of Shares may be restricted in certain jurisdictions. The Fund regui 
A all persons to inform themselves of, and to observe, any such restrictions. 
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The Wircloss s Telephone 


A British telecommunications group connects with the lucrative 
China market via a takeover of a key local utility 


By Christopher Wood 


n a move which was partly prompted by 

the recent strength of Hongkong 
stockmarket, Britain's Cable and Wireless 
plc (C & W) has secured a controlling in- 
terest in the local utility Hongkong Tele- 
phone, an affiliate in which it already held 
a 34.8% stake. This follows a 6 February 
announcement by C & W of a general 
offer for the outstanding equity and war- 
rants, marking a further vote of confi- 
dence by the telecommunications giant in 
a territory which already accounts for 
some 65% of its worldwide revenue. The 
deal also strengthens C & W's presence on 
the doorstep of the potentially huge China 
market, where it is already involved in two 
joint ventures. 

Under the terms of the offer, C & W 
paid HK$46 (US$5.90) a share for Tele- 
phone's outstanding stock, against a last- 
traded price of HK$41, putting the com- 
pany on a prospective price-earnings ratio 
of 13.5 and a 3.3% yield. The relatively 
small 12% premium over market value, at 
a time when equities were enjoying a 
strong run, is seen by brokers as a finely 
tuned bid, designed just to secure control 
— something over 50%. Indeed, C & W 
directors have indicated that they would 
not be averse to a continuing minority pre- 
sence. 

The general offer was triggered under 
the local takeover code when C & W 
bought a block of shares from the Li fami- 
ly of the Bank of East,Asia, taking its 
holding to 38.4%. Telephone was sus- 
pended from trading for a dáy and then re- 
listed on 7 February. The following day, 
nounced it had purchased. another 15.mil- 
lion shares on the market for HK$46 a 
share, taking its stake to 49%. It went over 
5096 during that morning's trading. 

The C & W bid for Telephone was not 
unexpected. It first bought into the utility 
when it purchased Hongkong Land's 
34.8% stake in Telephone for HK$40 a 
share — HK$33.36 adjusted for a bonus 
issue — last year (REVIEW, 7 Apr. '83). At 
that time the deal was widely viewed as the 
first move in what would be followed by an 
outright bid. Such thinking has been vindi- 
cated. 

But, for the moment at least, it seems 
the two companies will continue to ope- 
rate as separate entities; the main change 
being that C & W will now consolidate 
Telephone in its accounts instead of just 
receiving a dividend. This means it will 
profit more directly from the 40% share of 
revenue from international calls to and 
from Hongkong currently taken by Tele- 
phone — C & W'sshare is 60%. This is not 
insignificant. Telephone earned HK$851 
million from international calls in 1982. 
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Disputes over shares of international 
revenue was the subject of litigation in the 
past between the two companies until ad- 
judicated by Hongkong's postmaster-gen- 
eral in 1981. Since then, Telephone chair- 
man Eric Walker has continued to push 
for a larger share, even after C & W's pur- 
chase of the Land stake — an approach 
that is now rendered academic. Anyway, 
Walker retires at the end of this year, pav- 
ing the way for a C & W appointee. 

In terms of actual operations, Tele- 
phone and C & W will continue to divide 
the market, responsible for domestic and 
international services respectively. Both 
operate under separate- monopoly fran- 
chises granted by the Hongkong Govern- 
ment. These will not have to be revised 
unless C & W should decide to consolidate 
the two companies. 


hat option, according to Brian Pem- 

berton, managing director of C & W 
(HK), the group's local offshoot, is not 
currently contemplated. “We have the 
two separate organisations with their own 
identity and that will continue for the 
foreseeable future," he said. One reason 
C & W will stick with this arrangement is 
because of the restrictive nature of the 
scheme of control under which Telephone 
operates as a public-utility monopoly. 
This limits the company's net return to 
16% on shareholders’ funds with any.ex- 
cess profit apportioned 80% to a develop- 
ment-fund account and the balance to cap- 
ital reserves, for the issue of bonus shares 
when appropriate. Pemberton agreed this 
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was a factor in 
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in keeping the companies 
separate for the moment, though in the 
meantime, C & W would continue to dis- 
cuss with the Hongkong Government pos- 
sible reform of the scheme. 

For its part, the Hongkong Govern- 
ment evidently approves of the C & W 
offer — it will not have been uninfluenced 
by its own 20% stake in C & W (HK). In a 
wider context, the deal also marks a signi- 
ficant investment by an international in- 
vestor in politically risky Hongkong. It 
also strengthens the British presence in 
Hongkong at a time when sovereignty is 
due to be ceded to China and when Peking 
interests are rumoured to be buying into 
another local utility, Hongkong Electric. 
The British Government still has a little 
less than 25% of C & W's equity, follow- 
ing a further placement of shares on the 
London market in November 1983. 

For C & W, the main carrot offered by 
Telephone is, to quote Pemberton, the 
"reassurance" the resources the company 
represent in terms of access to local skilled 
telephone expertise, which can be tapped 
in the development of the China market, 
for which C & W has ambitious plans. 

Already it is a 49% partner in two joint 
ventures with the Chinese, both signed in 
1983: the first, to provide telecommunica- 
tions services for South China Sea oil-ex- 
ploration operations; the second, a stake 
in the Shenda Telephone Co. , which holds 
the telephone franchise in the Shenzhen 
Special Economic Zone. C & W also hasa 
75% interest in a Macau subsidiary which 
will undertake a HK$1 billion programme 
to modernise that territorys telecom- 
munications system. 

In terms of how much of Telephone's 
equity it ends up with, C & W proclaims it- 
self unconcerned. Pemberton com- 
mented: “We are quite relaxed. If there 
were a minority in there that would be 
okay for us. We are at the whim of the 
market with a general offer.” Whatever 
happens, Telephone will continue to issue 
a separate annual report and accounts. J 





Hongkong telephone operator: a iiis ey in China. 
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; After tas Rect was ere 
ion (US$60.78 million), up: 
the previous year. A Baht 
net profit per share represents a 
rise from 1982. 

Dx ic operations contributed 
6. 6% of the total Baht 2.1 billion pre- _ 
x profit, while the share from overseas 
operations fell drastically to 13.4%. 
Foreign operations — particularly those 
in Hongkong — had. traditionally gener- 
ated a large chunk of profit, averaging 
-40% of the-total in recent years. The 
nk blamed the. 1983 decline in over- 
seas earnings on economic and politi- 
d. by its. branches in 












he “company, 
boosted. its net profit to 
A$232.3 3 milli n..(US$212.44 million) in 
_ the six months to 30 Nov. 1983 due to 
sharp improvement in.the fortunes of its 
steel division as well as higher earnings 
from its oil and gas division. In the previ- 
ous corresponding period, the group 
. earned A$130.8 million. Group revenue 
, during the latest half rose to A$2.56 bil- 
lion, up from A$2.37 billion in the same 
` period a year earlier. 
| The steel division, in which labour 
. productivity has improved sharply, con- 
tributed A$38.1 million to the group 
profit, compared with a loss of A$64.3 
| ion in the same period a year earlier. 
he oil and gas division boosted its con- 
tribution to A$186.5 million, up from 
A$138.9 million previously. The tax pro- | 
vision was raised to A$248.6 million 
rom A$116.1 million while the d: 
iation provision was A$159.4 million, 
mpa » with E I million: set aside 




















bniributions om its A PPM paper sub- 
diary buoyed the profits.of Australia’s 
orth Broken Hill Holdings (North 


| BH), with the group earning a net profit | 
| of A$15.7 million (US$14.36 million) in: 


the six months to 17 Dec. 1983 com- 
pared with A$9. 04 million in the previ- 
ous corresponding. period. The paper 
operation earned the bulk of the group 
rofit, since North BH's mining interests 
contributed A$887,000 pre tax. Invest- 

income received during the ha 
Steady at A$7.2 2 million. Revenue. 
















depre- . 

















A ibas (previously A$1.3 million). re- 


boosted earnings by 80% to A$13.3 mil- 


(formerly A$1.3 mil 
DL was only A$231,000 (previously 


em boosted to- aon A cents a share. 


Indonesia and Taiwan. 


| Hongkong. 


Capitalising on the strength of Thai- 


land's economic recovery last year, 
which generated strong demand for 
loans, domestic lending grew by a record 
36.8975, higher than the aggregate 34% 
growth for the entire Thai banking sys- 
tem. This contrasted sharply with an 
8.2% rise in overseas lending. Com- 
bined loans outstanding at. the end of 
1983 stood at Baht 169.8 billion. 
Total deposits grew 25.4% over the 
same period to Baht 159.9 billion, repre- 
senting a 31.6% and 9.8% increase in 
domestic and overseas deposits respec- 
tively. Total assets grew 24% to Baht 
214.9 billion. This effectively put the 
Bangkok Bank back to the No. 1 posi- 
tion in Asean. It had enjoyed the posi- 
tion in recent years but lost out to 
Malaysia’s Bank Bumiputra in 1982. 
— PAISAL SRICHARATCHANYA 


during the period rose to A$220 million 
(previously A$35.8 million). reflecting 
the acquisition of APPM. In addition, 
the interest bill jumped to A$8.3 million 
(previously A$1.3 million) while the de- 
preciation provision was boosted to 
AS$11.4 million (previously A$2.4 mil- 
lion). The tax provision was boosted to 
A$8.6 million up from A$2 million. An 
interim dividend of 4 A cents a share (up 
from 3 cents) has been declared. 

— A. CORRESPONDENT 


| Rothmans lights up 


Cigarette manufacturer Rothmans of 
Pall Mall (Australia) boosted its net pro- 
fit by 33% to A$19.77 million (US$18.09 
million) in the six months to 31 Dec., 
1983 from A$14.9 million in the previous 
| corresponding period. The profit : 
earned on group revenue. which rose 
10.4% to A$361.7. million (previously 
A$327.5 million) during the half. The 
earnings rise was aided by a sharp in- 
crease in investment income to A$3.5 





flecting income received. on the group's 
mounting cash reserves. 

Interest costs for the half. were A$1.4 
million (previously. A$1.3 million), 
while the depreciation provision was 
A$2.78 million (A$2.1 million). Direc- 
tors boosted the interim dividend to 30 A 
cents a share, up from the 22.5 cents paid 
out previously. Another large tobacco 
group, Philip Morris (Australia), 


lion over the same period. Its non-trad- 
ing income rose 38.5% to A$1.8 million 
million). The interest 
A$2.9 million). The interim dividend 


from 15 cents. 





gp —BRIAN ROBINS 
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6 DX on ie previous finish. Ase rage yu und 
d to a ne heavy HK$419. 18 million 





3 5%, coming. on the heels of the previous ae 

; was a pleasant surprise to investors, who were 
vei encouraged by fresh figures indicating a con- 
ed upturn in the trading and manufacturing sec- 











PORE: The Lunar New Year rally failed to 
lise and Fraser's Industrial Index closed the 
of the Pig on a mild downtick, off 18.02 points 
e period at 6,001.10. Volume was sluggish 
hout the holiday-shortened period. as invest- 

ers and fund managers either stayed home 
in leave. What interest there was remained 
wly focused. Esso gained 11% to S$13.60 
$6.39), New Straits Times Press of Malaysia, on 
trength of favourable results, picked up S$] to 
0. Guinness rose 45 S cents to S$5.45. Daily 
i E §$37.8 million (previously S$59 












LUMPUR: : T: a short trading period, the 


et experienced two moderately bullish days be- 

ne long Lunar New Year weekend, but on 
ing for the period's last trading day sentiment 
E m reaction: t i leads from Wall Street. 








o lifted ay eee pane aoa. Major gains 
neved by Esso Ordinary and Carlsberg, but 
some property stoeks closed mixed to easier. 


0 P * Share prices rose early in the period to set 
d high before sliding steadily and closing the 
Dow Jones Average at 10,121.08, a fall of 85 
There were few surprises moving the market. 
after United States President Ronald Reagan an- 
nced his re-election intentions, there was little 
ign news to affect the market's trend. Daily vol- 





period. Investors seemed most enthusiastic about 
-priced issues, but their fervour for blue chips 
d waned by period's end. Brokers expect the wait- 
d-see mood to linger. though they remain typically 
beat about me market s Prospects 


TRALIA, : Despite generally weaker industrial 
ss, a surge in mining stocks resulted in the Aus- 
lian All-Ordinaries Index rising 12.4 points to 
8.3 by the closes After months of lacklustre trad- 
the metals index. jumped by 36 points to 598.8. 
All Industrials Index. 4 on the other hand, lost 7.3 


hovered around 300 million shares for most of- 


| pecans interest was stilli in oil nâg gas | 


CEES IRE ME 


Ni oatweighed declines among Asian markets i in the n to 6 Feb., with Hongkong 
South Korea leading the bulls, buoyed by promising economic forecasts and i improving 
amenais: A few markets showed marginal deennes with New Zealand the biggest loser. 


AE and this sector's index rose 
744.8. 


coincidence of a technical reaction and a sudden up- 
ward flurry of interest rates produced a heavy shake- 
out. 


moves by Prime Minister Sir Robert Muldoon to cur 
finance-company activity, intensified competition 


for funds. The threat of direct contnols now hangs. 


over finance companies. Buying interest. which dis- 
appeared in the first days of February. had returned 


in force by the end of the period, though it now ap- | 


pears to lack the depth it had in 1983. 


SEOUL: with the composite index rising 6.23 
points to 130.31, and average daily turnover soaring 
to 36,5 million shares — reaching an all-time record 
of 50 million on Monday — the market enjoyed one 
of the best periods in its historv. The main reasons for 
the bullish mood are continued confidence in the 
government's resolve to support the market and 
good prospects for the economy as a whole this year. 
Falling property prices also are drawing money into 
the market. Major industrial gainers were phar- 
maceuticals, with a sectoral index rise of 32.23 
points, and construction shares. 


MANILA: Philex was the only brisk trade, moving 
63.7 million shares. roughly 40% of the 166.65 mil- 


lion-share total volume. At a price markdown of à- 


half-centavo, shares of the copper, gold and silver 
producer must have been considered a good buy 


since Philex has the smallest foreign debt among min- | 


ers. Its B shares (open to foreign ownership) traded as 
actively as A shares. However, the mining index 


dropped 9.3 points to close at 1,170.96 as Lepanto : 
yielded a quarter-centavo and Atlas lost from 25 cen- . 


tavos for A to P3.5 for B shares. Only Benguet 
moved against the trend. appreciating a half-peso. 


BANGKOK: As investors took time off to cele. | 23^ 


brate the Lunar New Year. the market went through | p 
an extremely quiet period. The prevailing tight- | Fek 
money problem took a back seat as Prime Minister - 

Prem Tinsulanond asked the Finance Ministry to try. 1 


to ease the funds squeeze in the banking system. The 


scoresheet ended with slightly more losers than gain- 


ers. The cement board settled down to a relatively 
subdued period following the previous period's up- 
surge. Banks were mostly unchanged or weak. Fi- 
nances also showed weak signs. with four counters 
falling. 


TAIPEI: institutional investors led a surge of buying 


when the exchange reopened on 6 Feb. after the 


week-long Lunar New Year break. The heavy trad- 
ing. valued at NT$1.96 billion (US$49.24 million). 
boosted prices across the board. Analysts put down 
the strong performance to favourable economic fore- 
casts for the new year. The price index for the. single 


dav of trading of the period closed at a new record. 
high of 838.05, up 8.62 points. Plastics issues, led by. | 
China General Plastics and Nan Ya Plastic, and food 


shares made the largest RR. 


23.5 points to - 


NEW ZEALAND: The market registered its first J 


period of overall decline since mid-December. The 


| ArhpalExpioraton 











SIS ACE 


Interest’ rates dominated market attention as © es 
another substantial government-stock tender, and. 
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Its, torpil les. "aalvsos and interprets them. No 
essman can afford to ignore them. Nor can any 
cutive or scholar or anyone who has dealings with 
a. Decide for yourself whether any other single 
dium puts the economic, social and political realities 
isia at your fingertips as does the Asia Yearbook. 





In its 95th Edition 

e Asia 1984 Yearbook, celebrating its 25th anniver- 
ary, is bigger and more comprehensive than ever be- 
ore. Matching the rapid pace of Asian development, we 
ve gone into greater detail, with deeper insight, to pro- 
ice a book that anyone who has any dealings with Asia 
ould have on the bookshelf. 
















‘activities at the United Nations. You will find fami- 
i i aeter: an PEES as well: a des Round-up, 







Ain cis Relations, a 
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xis ffairs, Foreign Relations, Economy 
re. . The Yearbook gives you localised, 







latior trends to foreign aid involvements 








ural landmarks. Each Section has. | 
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How We Did It | 
Published by the Far Eastern Economic Review, 1 
Yearbook is the result of thousands of man-hours spi 
every year. Every week, the Heview's correspon de 
provide on-the-spot reports from every major 
capital. From Islamabad to Tokyo, Peking to. 

and virtually exe area of interest pico ipis l 
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othing distinguishes Dien Bien Phu 

from any other village in Vietnam: 
houses, mostly wooden, line a dusty 
main street; the soft light of dawn 
silhouettes the mountain ranges in the 
distance; the peasants saunter towards 
the marketplace; militiamen, nearly all 
unarmed, supervise the transactions; 
meat, vegetables, fruits and household 
goods fill the shelves. 

The presence of four Frenchmen 
creates some excitement, breaking the 
gentle rhythm of the marketplace. 
People gather, laugh, call out to each 
other or just look suspiciously at the in- 
truders. The word phap (the Vietnamese 
for French) provokes great curiosity for 
the older generation. 

And rightly so, for 30 years ago Dien 
Bien Phu was broken and mutilated by 
bombs and shells, littered with the car- 
casses of aircraft, tanks and artillery 
pieces of the French army. The unbeara- 
ble stench of decomposing corpses of 
French and Vietminh soldiers filled the 
air as the first drops of the monsoon rain 


| fell. 


It was here on 7 May 1954 that the 

death knell tolled for French rule in 
Indochina. This is where Gen. Henri 
Navarre laid his trap, hoping to put Ho 
Chi Minh's army through a meat-grinder 
of 49 firebases and the 16,000 men under 
the command of Gen. Christian de Cas- 
tries. “This fortress with assured de- 
fence" on that day became a cemetery 
for the French forces. Two months later, 
on 21 July 1954, the Geneva agreements 
ended the first Indochina war. Since 
then only a handful of citizens of the 
former colonial power, mostly jour- 
nalists, have come to Dien Bien Phu. 
- The 11-km. long and 5-km. wide val- 
ley is enclosed by green mountains from 
where Gen. Vo Nguyen Giap's artillery 
pounded the French positions and his 
men launched suicidal raids. A few relics 
of French tanks and aircraft and some 
American-made 105- and 155-mm. artil- 
lery pieces imprisoned in the ricefields 
are the silent witnesses of this page of 
Vietnam's history. 

French command posts bearing such 
wistful names as Eliane, Dominique, 
Claudine, Huguette, Beatrice, Anne- 
Marie and Gabrielle are still here. These 
command posts, on hillocks less than 
200-ms high, have been preserved as his- 
torical sites. Although overgrown, 
trenches and minuscule entrances to 
underground passages, constructed by 
Vietminh sappers, are clearly visible. 

On one side of the potholed road 
which runs through the middle of the val- 
ley a signpost indicates de Castries’ 
headquarters — four buried cells. On 
the dirt track that leads to the centre of 
the French HQ another sign reveals the 
tragic end of a French officer “After 
seizing two support bases, Col Pirot, 
commander of the artillery force, com- 







mitted suicide, on 15 March at 12:15 
p.m. because the French artillery was 
impotent in the face of the Vietnamese 
artillery.” 

There is no other indication of the 
death or disappearance of 3,200 French 


soldiers. There is no French cemetery at . 


Dien Bien Phu. Lo Levan Puan, a 
member of the Tay minority group and 
secretary of the communist party of the 
district of Dien Bien Phu, gave a some- 
what embarrassed explanation: “The 
French soldiers are buried in mass graves 
near the support bases.” 

Giap’s principal fighting unit in Dien 
Bien Phu was the 316th Division. 
Nicknamed the “division of steel,” this 


division also entered Saigon on 30 April 
1975 in symbolic accomplishment of its 
mission of reuniting the country. Hoang 
Ngoc Tue, who was a divisional com- 
mander, reminisced about the battle of 





Dien Bien Phu — the “indescribable dif- 
ficulties" at the beginning of the battle 
and the “lassitude” one week before the 
final victory. 


ko now 50, accompanied this writer 
to the command post Eliane, where he 
fought. He pointed to an enormous tun- 
nel. “We dug a 120-m. underground 
passage. A human chain armed with fans 
assured the ventilation. Then on 6 May, 
the sappers placed a tonne of explosives. 
We mistakenly thought we were under 
the command post. But many French 
soldiers were killed. The next day was 
the end." 

At the end of the 1950s many old com- 
batants such as Tue came to settle in 
Dien Bien Phu at the call of the govern- 
ment and set up a new economic zone. 
Lo Van Chua, who started the war on 
the French side under pressure and 
finished it in the Vietminh ranks, is now 
the president of the Than An coopera- 
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tive. Another old soldier, Xuan, lives in 
Dien Bien Phu as a modest peasant. His 
voice quivered with emotion when he 
showed us his two star-shaped medals 
awarded by “Uncle Ho.” 

In May they will all be at the stadium 
which is being constructed at the foot of 
the hill called Gabrielle. Within this 
enclosure capable of accommodating 
11,000 people “the spirit of Dien Bien 
Phu” will be exalted on the occasion of 
its 30th anniversary. It will be the first 
commemoration in Vietnam of the vic- 
tory over the French forces. 

“It is necessary to bring to life this 
spirit of struggle” explained Lo Levan 
Puan. For whom? He did not specify. It 
is true that the children of Dien Bien Phu 
do not really seem to care about what 
happened in their area. The old combat- 
ants show them the hillocks and the yel- 
lowing documents exhibited in the 
museum. But at Dien Bien Phu, as else- 
where in Vietnam, the young will turn 
the page. “It’s not our fault if we were 
too young to fight” a student in Hanoi 
said in oblique criticism of those who 
seek privilege because they fought the 
French. 

Meanwhile, the 10,000 inhabitants of 
the valley, mainly Tay, Hmong, Lao, 
Puoc, and Hoa minorities, are fighting 
another battle — for rice. The 12 
cooperatives each numbering about 425 
families, reaped 28,000 tonnes of paddy 
in 1982. The goal for 1983 was to reach 
30,000 tonnes, which is about 5.5 tonnes 
per ha., which for northern Vietnam is a 
good yield. “The peasants live well 
now,” explained the party secretary 
whose organisation now boasts 1,500 
members. Now that the free-market sys- 
tem is encouraged, their monthly in- 
come is Dong 5-600 (US$50-60 at the of- 
ficial rate) if one takes into account their 
earning from poultry raising. As the val- 
ley is only 20 kms from the 170-km. bor- 
der with Laos, noodles, wood alcohol 
and agricultural products are freely 
traded across the frontier. On the other 
hand, Hanoi, reached by two days of 
travel on a potholed mountain road, 
seems like the other end of the world. 

“Passions are now extinguished. We 
know that cooperation with France is 
good,” explained Tue, adding: “Now the 
No. 1 enemy for Vietnam is China." This 
statement sounds more ironic in Dien 
Bien Phu than anywhere else in Viet- 
nam. It was generous military assistance, 
particularly artillery pieces, from China 
which helped Giap’s men win the day 
against de Castries. — JAMES BURNET 
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A EO We use an investment. 
- approach that identifies U.S. 


eo Sell at a deep discount 






. higher probability that forces |. 
-other than the market, such 
as a corporate restructuring, 





. offer or a privatisation may 


To find out what 
I opportunities are currently 
- being recommended, please 


= Centre Point, 181-185 Gloucester Road, Hongkong. 
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companies which: 
.to underlying net asset 
VN | 
e Have: a cashflow far in 
excess of their- 


| requirements; and 


e Have a vulnerable - 
Shareholder structure. 


theme ¢ éfiteria lead toa 


a non-negotiated cash tender | 


occur. 


contact: 


Mr. Herbert A Denton 
or 
Mr. Samuel H.W. Sang 











First Pacific * LAS. share portfolio was orginally 
recommended in the Far Eastern. Economic 
Review of january &, 1983 and reviewed one 


year later oh january 12, 7984. 
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Ee That’ s what Boeing and aina 

— — wanted. That's what the CFM56-3 x 

-— .. engine does. Initial tests have shown Eti. 
— -. that the CFM56-3-powered 737-300 j 


m - will take only the smallest bite out of / om 


|... your operating budget, while improv- 





ing your fuel efficiency in excess of 2596. Even at 


5 ; 6 low power, the SFC is optimized for outstanding 


- has been designed to keep short haul opera- 

— — tions with the 737-300 in top shape. For exam- 

— — ple, the fan has been sized for the 20,000 to 
22,000 pound thrust class, with growth potential. 


- performance. Built on a proven recipe 
for success, the CFM56-3 uses essen- 

_ tially the same core and low pressure 

turbine as in the CFM56-2, which is 

proving itself in service today. So it's not 

only a new engine, it's a mature engine, 

- as well. A proven performer. What's more, 

the advanced technology of the CFM56-3 






And the hot section can withstand temperatures 
far in excess of airline operation. From inlet to ex- 
haust, the CFM56-3 has been engineered with 
allthe right ingredients for economy, reli- 
ability, and maintainability, into the 21st 
century. And to keep your operation in top 
form, you can count on the same worldwide 
| support network CF6 cus- 
tomers enjoy. If all this has 
whetted your appetite for the 
CFM56-3, find out more, soon. 
The only thing that might get 
fat are your profits. 


cfm ( ) international 


A JOINT COMPANY OF SNECMA., FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 


z B 





; ites 
: M TAS, movi ‘ 
TIE AUK SUP eee 7 T 
" š - un M rae 1 È EUM 
b Ei y T m Tx WOCRPUCCT A Settee: oS | 
E er? y TN : 
Es E AAGA 





“sit down and 
nessmen, both 








not have depedidense” with a constitu- 
tion granted by and, perhaps, only amend- 


able by the government in Peking — this | 


was the Canadian model until patriation 
of Canada's constitution in 1982. 

The head of state could be appointed by 
Peking and could act in a similar capacity 
to the governor-generals of Australia, 
Canada, New Zealand, and so on. Such a 
ndependent Hongkong would be 
d to have representation in the 






bodies as do countries such as Canada or 
for that matter two of the Soviet Union's 
constituent republics, Ukraine and Be- 











iplication is that, following the 
longkong, Taiwan could also 
| spendence” and be part of 
China as well. But would Peking be satis- 
| vith symbols or does it also want the 


stance? MICHAEL J. WAGNER 
luseni, Swaziland | Ux ; University: of Swaziland 





I e riots in Hongkong on 13 January were 
a manifestation of the general frustration 
among the people over the uncertain fu- 
ture of the territory. My prediction (hope- 
fully wrong) is that Hongkong may see 
much more unrest between now and 1997. 
Only the slightest spark is needed to start 
another rampage. — 

.l hope the Hongkong authorities can 
ead the signals now. Both Britain and 
ching uld come out , with concrete 
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guidelines à as soon as possible to show in 
which direction they want Hongkong to 
move. The process of handing over should 
begin now, not after 1997, with China hav- 
ing representation (perhaps first as obser- 
vers) in the administrative and economic 
machinery of Hongkong which-has been 
so demonstrably successful. With early 

Chinese participation in the affairs of 
Hongkong, China could be much more re- 
ceptive to Hongkong 's lifestyle. By 1997, 
the socio-political differences may not be 
insurmountable. As United States Presi- 
dent Ronald Reagan has said, you can't 
argue. with success. And up to now Hong- 
kong is a success story. 
Singapore K.H. HO 
Power without responsibility is the pre- 
sent set-up in Hongkong, or will be in 
1997. The powers-that-be have done a 
deal. In return for future guaranteed pro- 


fits, they have handed over future control | 


of the working classes: they will no doubt 
be controlled by selective shooting in the 
back of the head. After all this is what 
communism is all about, isn't it? 
Port Douglas, Old 


Out in the cold 


We must take exception to the article by 
Ted Morello on Antarctica [REVIEW, 15 
Dec. °83]. Indonesia's support and co- 
sponsorship of the resolution on Antarc- 
tica, initiated by Malaysia and Antigua and 
Barbuda, derives from its conviction as to 
the rightness of the call for a comprehen- 
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e The REVIEW stands by its story. 
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A rare opportunity to purchase an excellent 
FIBRE PACKAGING BUSINESS WITH 
PROPERTY, PLANT AND MACE 

IN SINGAPORE 


Land. Area : 24,107 sq. metres (approx.) 
8,900 sq. metres (approx. ) 
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tv exporting. country. Pa- 
| an has a history of exporting mili- 
advice to the Arabs. From the Indian 
iewpoint, the bone of contention is not 
he so-called Islamic bomb, it is the export 
of nuclear software to the potentially rich 
nations, most of them Muslim countries. 
The day the Arabs seriously think of 
Switching over to this cheap form of 
energy in their sparsely populated areas, 
they will be looking for countries with nu- 
clear know-how not those with nuclear 
bombs. | 
Thus, what we have is an economic 
struggle in the guise of propaganda dis- 
seminated by the military strategists to 
outwit the opponents, but in fact seeking 
he advancement of nuclear technology in 
nticipation of the lucrative markets of 
Third World recipient countries who may 
hoose not to ratify the NPT. 
. However, l agree with Husain Haqqani 
that the Islamic bomb is a sham and a hoax 
and resulted from a retaliatory move to 
e Pakistani propaganda against India 
vhen it went nuclear. The Indian brain- 
f the Islamic bomb also feeds the In- 
iblic the justification for supporting 
he hig cost of i its nuclear programme. 


P. A. BUTTAR 
Lecturer in Commercial Law 
James Cook University 
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PLANT MURGON QUEENSLAND 


LTD., A Division of REPCO CORP. LTD. 


Complete Steel Pipe Forming, took 
: Testing, Coating and Lining 
. Equipment nd Industrial Building © 


Complex 
(FORMING CAPACITY 12000 x 3000MM IN-6-1 6MM. PLATE) 


FOR SALE WALK-IN, WALK-OUT OR IN- 


SUBSTANTIAL PARTS FOR RELOCATION 


) Tenders close at the offices of the Vendor's Agents at.12.00.. 


».  -.. Noon, Wednesday, 18th April, 1984. — - 
Neither the highest nor any tender necessarily accepted. The vendor reserves the right 
of sale prior to close of tenders. 


ELLE ENDER DOCUMENTS & FURTHER INFORMA TION CONTACT 
99 Leichhardt St. Brisbane. Qu. Aust. 


UNDER INSTRUCTIONS FROM: HU-METAL INDUSTRIES PTY. E 
| 
E 
| 
i 
| 


".— Telex: AA41717 Overet seine: 
ROKERS. VALUERS & AUCTIONEERS THROUGHOUT AUSTRALASIA 


ingapore broker [REVIEW 
22 Dec. 783] at stating that the Stock Ex. 
change of Singapore is maturing. Thiscan- 


not be taken seriously, particularly in the : 


light of Lincoln Kaye's article [REVIEW, 
12 Jan.] which reported an oversubscrip- 
tion of 248 times for a new construction 
company issue. 

The sharemarket in Singapore is treated 
by investors as if it were simply a trip to the 
racetrack, just another form of gambling. 
Neither the merchant banks underwriting 
the issues nor the new companies them- 
selves seem to give any thoughtto the true 
market values of the newly listed com- 
panies. The broker who commented on 
this 248-times oversubscription that “the 
issue could have sold out for more than 
twice” the price of the offering should be 
considered a pessimist. 

The Singapore media traditionally treat 
such grossly oversubscribed offerings as 
great successes for the company and 
underwriter, when in fact it should be ob- 
vious these issues are great failures. With 
248 subscriptions for every available 
share, clearly the share price could have 
been raised quite a bit before interest 
would have fallen off. The losers are the 
company — greater potential capital lost 
— and serious investors (who have to 


| compete with nearly every punter in the 


republic). To call this a maturing market, 
therefore, borders on the absurd. The 
only winners seem to be the “underwrit- 
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nancial world coude ever: ly 
concept of Singapore as an. international 
financial supermarket. SAEC 

Darling Point, NSW 


Brass tacks 
Britain's new £1 coin [Traveller' Tales, 
REVIEW, 29 Dec. '83] was first given pub- 
licity as a "Maggie" by Lord Coslany in an 
appeal to the House of Lords in which he 
put the dubious case. for a plastic £1 coin. 
He said the coin-was-called a Maggie be- 
cause it was "hard, has rough edges and 
pretends. to be a Sovereign,” More : ap 
propriate, Tan Y oth 
ings Prime Mihistér Margaret Thate 
may have, she. is hardly thick or bras : 
Stockbridge. ae |. — KEVIN PRITCHARD 


Let me ee Une. minor misconception 


JEROME S. SANZO 


























| in your otherwise accurate report of 





Amatil's record. profit for the year ended 
31 October 1983 [REviEW, 19 Jan.]. BAT 
Industries is the largest shareholder in 
Amatil, not the majority owner. Amatil is 
majority-owned by Australian sharchol- 
ders, and was one of the first companies to 
be given naturalised status by the Austra- 


lian Government i in 1980.. PHILSCANLAN 
Manage! 

Corporate Relations 

and Public A fair: 


Sydney Amati 





val 
Bunny Suraiya [REVIEW, 19 Jan.] refers to 
E. M. Forster’s refusal for years to sanc- 
tion a film version of A Passage to India. 
However, long before 1980, when his 
executors finally granted permission tc 
Lord Brabourne, Forster had read and 
proved the drama version written by 
Rama Rao, which was first put o he 
boards in Oxford, E | tele- 








As for. Raj. no in India, this 
should occasion no surprise. After all, In- 
dians have long been regarded as the las! 
surviving Englishmen. | 
A. G. CHANDAVARKAR 
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ASEAN T(E] Sa ae re eo 


Vol. 123 








No. 8 


Malaysia’s unique royal succession system over- 
comes a hiccup caused by the death of the next in 
line to the throne, Sultan Idris Shah of Perak, and 
elects the Sultan of Johor as the eighth Yang di- 
Pertuan Agung, or king. Elected as his deputy is 
the new Sultan of Perak, Tun Azlan Shah, formerly 
lord president of the courts of Malaysia. However, 
the new king’s headstrong and outspoken per- 
sonality may mean some problems ahead for the 
government of Prime Minister Datuk Seri 
Mahathir Mohamad, only now recovering from a 


r pı: long and bruising confrontation with the sultans 
over constitutional changes. Kuala Lumpur bureau chief K. Das and re- 
gional editor Dayid Jenkins report on the new king and his deputy and 
sum up the conflict over the constitution. Pages 10-12. 


Cover photograph courtesy of Malaysian Information Ministry. 





Page 16 Ee 

China has no féason to mourn 
Soviet president: Yuri Andropov, 
but hopes relations with the Soviet 
Union will stay orí an even keel. 


Pages 23-25 
The Philippine election spotlight 


| focuses on the men — and woman 


— around President Ferdinand 
Marcos who may run for the presi- 
dency if he does not. Among them 
are Defence Minister Juan Ponce 
Enrile and coconut magnate 
Eduardo Cojuangco. 


Page 26 : 

Narcotics are a growing menace to 

Asia's young people, says a recent 
nited Nations report. 
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Page 30 

China's theoretical journal Red 
Flag rakes through the ashes of 
history in a new bid to revive the 
glory of Mao Zedong. 


Pages 40-42 

The murder of an Indian diplomat 
in Britain is likely to be a setback to 
any improvement in Indo-Pakis- 
tani relations. Meanwhile, a poll in 
Pakistan shows that more people 
want peace with their giant neigh- 
bour. 


Page 43 

The problems of a young Thai mili- 
tary officer indicate that he is the 
man in the middle of a conflict 
among his seniors. 
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Page 54 

The mid-term review of the Fourth 
Malaysia Plan, due to be published 
in March, is likely to call for a radi- 
cal rethink of policy as plan targets 
are missed in several sectors. 


Page 63 


Some are more equal than others, 
but an International Labour Office 


report indicates that East Asia is 
more equal than most. 


Page 65 

The loss of Indonesia's.Palapa B2 
satellite will cause problems, but 
may be a blessing in disguise. 


Page 78 

The row over American claims of 
Japanese high-technology market 
protection reaches a new level. 
Meanwhile, the Japanese protest 
at a swingeing corporate tax in the 
United States. 


Page 80 

There are protests in Hawaii over a 
Japanese resort company's role in 
a planning referendum. 
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After months in the doldrums. 
Seoul's stockmarket takes an up- 
ward jump. 






In Taiwan, a strange sense of 
nostalgia for the Japanese Raj —— 50 

Traditions: An under-the-counter 

appeal to heaven continues in 
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ing the United States and 
North and South Korea. 

Since Seoul endorses direct 
North-South talks, or even 
four-way talks including China 
in addition to the US, Chin’s 
letter was not expected to con- 
tain any new initiatives. 
Nevertheless it had the sym- 
bolic importance of being the 
first official-level communica- 
tion between the two Koreas 
since. the bombing incident 
staged by North Korean agents 
in Rangoon in October 1983 
which killed 17 South Koreans, 
including four cabinet mem- 






nh quse andit Party 
(LDP) of Japanese Prime 
Minister Yasuhiro Nakasone 
has taken a step which may bea 
move towards forming a par- 
liamentary coalition with some. 
of the moderate conservative 
opposition parties. 

The speculation followed an 
agreement between the LDP 
and the Democratic Socialist 
Party (DSP) to form a consul- 
tative forum, tó discuss de- 























education. and other | bers. — SHIM JAE HOON 
es. The LDP lost its abso- 
te parliamentary majority in Jakarta's military chief 
e December 1983 election, sees Hanoi defence boss - 
for the first time had to | Indonesia armed forces com- 
a cabinet’ post to a non- | mander Gen. Benny Murdani 
)P party — the New Liberal | was in Vietnam for an official 
— to assure itself of a | four-day visit on 13-16 Feb- 
orking majority. | ruary at the invitation of Viet- 
d^ ue © C MIKE THARP | namese Defence Minister Van 
: | Tien Dung. Indonesia's Centre 
“ | for Strategic and International 
Studies. Is co-sponsoring a 
i ig of the Pacific andIn- | seminar with Vietnam's Insti- 
ian oceans by; the two super- | tute of International Relations 
ver navies is.on the rise. The | in Hanoi, and in early March 
States aircraft carrier | Vietnamese Foreign Minister 
Ridge arrived in Singa- | Nguyen Co Thach will visit 
.waters on. 13 February. | Jakarta for two days. 


US Navy spokesman | 
Oviet | carrier. 
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French Polynesia to get 
|| more self-government 
French Polynesia is to receive 
increased autonomy under 
measures approved by the gov- 
ernment of President Francois 
Mitterrand. A local assembly 
will be elected by universal suf- 
frage and the assembly will in 
turn elect a local president 
who, with his own appointed 
ministry, would take over some 
of the authority of the present 
high commissioner appointed 
by Paris to run the territory. 
The new powers would en- 
able the establishment of a 
` Tahiti-based lending authority 
to aid joint ventures by foreig- 
ners. However, critics argue 
that local control of investment 
is too limited and will stifle the 
new administration's desire to 


P d En. e ex- 
kes and small 
| exploit the estimated 4 million 
sq. ms of seabed claimed under 
a 360-km. 
zone. 

"The local assembly will still 
have no authority over law and 
order, the administration of 
justice. currency, foreign ex- 

change or foreign trade... 
— DENIS REINHARDT 
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odth Korean Prime Minister 
Iee Chong to his North- | 
n. counterpart, Kang Song 
.in response to Pyong- 
ing's recent proposal for 


-three-way peace talks involv- 
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_and Bhutan had signed a 10- 





Admiraity ll sold for 
HK$380 million 


In Hongkong's most important 
land auction for some two 
years, the 1 million-sq. ft Ad- 
miralty IT site on the edge of 
the Central financial district 
has been sold for HK$380 mil- 
lion (US$48.7 million). The 


buyer was local property com- | f rt: 


pany Sino Realty, which is con- 


trolled by Singapore interests. |... 
The buyer reportedly said that | A 


an SO00-room. hotel would be 
built on the site. Although - 
above the reserve price of 
HK$300 million, the winning | 
bid was well below most 





analysts’ estimates of HK$500.- d on 


million or more. Peking-con- 
trolled Everbright Industrial 
will take a 20% stake in the 
development consortium. 

—A CORRESPONDENT 


| 
Sabah to have Malaysia's | 
first pulp-and-paper mill | 
Malaysia’s first pulp-and-paper 
mill will be built near Tenom in 
Sabah, as part of an integrated 
wood-processing industry ex- 
pected to absorb investment of | 
M$1.26 billion (US$539.6 mil- 
lion). In addition to pulp and | 
paper, plywood and sawn- 
timber mills will be built, to~, 
gether with an electricity unit i 
generating power from waste | 
wood. The Sabah state govern- 
ment expects 3,500 jobs to be | 
created from the project, first | 
proposed in 1977. | 
A consortium comprising | 
Canadian, West German and | 
Australian firms will build the | 
first stage of the project on a 
turnkey basis. The sawmill and 





plywood mills are expected. to | | 
| 


be brought into operation be- 
fore the end of this vear. 
— JAMES CL AD | 


Bhutan and Bangladesh 
sign trade pacts 

A three-day state visit. to 
Bangladesh by Bhutan's King 
Jigme Singye Wangchuk in 
February brought significant 
results. The two countries 
signed a new trade protocol 
and one on economic and tech- 
nical cooperation. 

The king’s trip closely fol- 
lowed India’s agreement to 
provide landlocked Bhutan 
with transit facilities for trade 
with Bangladesh. (Bangladesh 


year trade and transit pact in 
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right to trade with a chird coun- 
try via its territory.) 

‘Bangladesh also has agreed 
to provide special TV coverage 
for Bhutan and to assist the 
country in arranging satellite 
telecommunications links. In 
addition, Bhutan is now likely 
~ begin using Bangladeshi 
[ Ade t made 
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ine waging signs of 1 improv 
ment: inthe economy" and 
sured. Dhaka of its continu o 
development assistance. Ls 
ADB. is Bangladesh's second- 
largest source of funds after the 
World Bank: ifs commitment 
reached. US$270 million in 
1983. up from USS198 million 
in 1981 and US$224 million in 
1982, S. KAMALUDDIN 


Afghanistan plugs into 
Soviet power grid 
By means of a high- ei line 
from a point inside U Izbekistan . 
to Afghanistan's new fiver- 
pört of Hairaton on the'Amru 
Darya. (Oxus). Afghanistan. is 
now connected to the Soviet 
electricity grid. The link was 
made in late January, and soon 
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Soviet electricity will be availa- 
ble to the fast-growing indus- 


trial town of Mazar-i-Sharif, A 
number of other new electrici 
lines are under construction] 
Afghanistan and rated Con- 
tral And — IRAN 








a continuation of the sharp 
price recovery that began in 
October 1983 when sales of 
Sarawakan white grades 
jumped $$142.50 (US$66.99) 
per 100 kgs to reach $$480. 
Black-pepper prices also have 
rebounded and prices are now. 
about S$340 for top grades. 
Production shortfalls and a 
delay in harvesting the Brazi- 
lian and Indonesian crops. are 
seen as major factors in holding | 
up Sarawak's pepper exports, 
which declined in. 1983. in. vol- 
ume iens by 306. from 1982. 
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on on the future local i 
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AFGHANISTAN 
The ruling revolutionary council accused 
the administration of United States Presidént 


Ronald Reagan of installing atomic weapons | 


in Pakistan I Feb.). 


BANGLADESH 

« The High Court ordered the government to 
produce a leader of a 1975 coup, retired col- 
onel Faruk Rahman, who disappeared after 
his return from abroad (9 Feb.) About 
.100 people were injured in clashes during 
town council elections (/1. Feb.). One per- 
was killed and about 150 were injured in 
yanganj near Dhaka during the elections 














reme Court. rejected. an. appeal 
t death sentences. imposed on two 
-] North Korean commandos for the bomb blast 
"| at the Aung San Martyr's Mausoleum which 
' killed 21 people (9 Feb.). A large number of 
Karen insurgents were killed when govern- 


ment troops shelled a Karen stronghold near | 


the Thai border, it was reported (13 Feb.).. 


CHINA 


uL. Vice-Premier Wan Li attended. Soviet 
A leader Yuri Andropov's funeral in Moscow 
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t air force. Moscow has 
co-production of this 


| advanced aircraft in India —an offer 
| which has not yet been made to its. 
_ | Warsaw Pact partners. With an 

. | assembly line for earlier MiG series 
| already 
at India for several years, Néw Dehli 


in existence in southern 


finds the Soviet proposal tempting 


not only because of the 

| advantageous terms offered 

| (REVIEW, 9 Feb.) but also because 

| the Soviets point out that the new 

| MiG31, now on their drawing board. 

-| could also be offered when they are 
Teds | 


MARCOS EMERGING? 
Philippine President Ferdinand 
Marcos may make his first foreign 
appearance since the assassination 
in August 1983 of opposition leader 
Benigno Aquino — at the 
celebrations on 23 February to mark 
Bruner's independence: There has 
been great deal of debate about 
who should represent Manila, with 


| an original plan for Prime Minister 


Cesar Virata to lead a large 
delegation of 15 top officials being 
scrapped partly for financial 
reasons. The idea of the president's 
wife, Imelda, leading a scaled-down 


to disperse crowds as Sikh militants held a 
day-long strike. India ordered the expulsion 


of two Pakistani airline employees in appa- 


rent retaliation for similar acfion by Pakistan 
(8 Feb.). An Indian judge ordered the execu- 
tion of Kashmir secessionist leader Maqbool 
Butt, whose release had been demanded by 
the kidnappers of the Indian diplomat found 
dead in Britain (9 Feb.), Butt was executed 
(11 Feb.). Atleast 13 people died and 60 were 


injured in violent clashes between Hindu and 
Sikh extremists in Amritsar, and a curfew was 


clamped on the city and several others in Pun- 
jab (14 Feb.). 


JAPAN 

Prime’ Minister Yasuhiro Nakasone re- 
jected an opposition demand: that. former 
prime minister Kakuei. Tanaka be expelled 
from parliament for his involvement in the 
Lockheéd bribery scandal (13 Feb.). A team 
of investigators from the Philippines flew into 
Tokyo to seek witnesses to the murder of op- 


position SAUCE Benigno Aquino (14 Feb.). 
MALAYSIA. 


. The nine hereditary rulers elected the Sul- 
tan of Johor as king for the next five years (9 


Feb.). Australian Prime Minister Bob Hawke 
arrived on an official visit.( 14 Feb.). 


| PAKISTAN 
bomb Sapo and 4 police fired tear gas x. 


strike and demonstrations were 
ani-administered Kashmir after 
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up his deies in early ! rch ai 
Secretary-General javier Pe 
Cuellar's special representative 
the assistance programme. belie 
that, because of its proxi € 
area concerned, Ban. 
credible headi 
York. Jackson himse 
more time in Southe: as 
the UN, the operation PM 
headquarters and political capital. 
Geneva, the midpoint inthe — 
programme's Bangkok-New Y ork 
axis, has been vetoe d by Perez de 
Cuellar as a headquarters. 
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india executed secessionist Kashmiri ieade i: 
Maqbool Butt. About 30 students and po 
men were injured in clashes after the gx 
ment banned student unions and closed t 
offices (11 Feb.). Butt's party demanded | 
body for burial in Pakistani-administered . 
Kashmir (12 Feb} President Zia- | 
Pakistan had no intention. of making 
atomic bomb (13 Feb. ). 


PHILIPPINES 
Thousands of people staged a rali 
ila calling for the boycott of the M. : 
pees elections (9 Feb. ). Suspec ed: coni 
munist guerillas killed a leading witness for 
the military in a trial involving 2 several Roma 
Catholic priests atid nuns charged with 
version, the Philippines News Ager ry smi 
(14 Feb. }. 


SINGAPORE 
Australian Prime Minister Bob Hawke g 
rived on an official visit (11 Feb. }. 


SOUTH KOREA | 2E 

South Korea set free under a pisse ntial 
clemency order 48 students jailed for aati 
government activities, the Justice. Ministry. 
said (8 Feb.). South Korean officials met re 
p TUR the North and hi 
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By K. Das and David Jenkins 


Kuala Lumpur: In normal times, the elec- 
tion of a Malaysian king is something that 
raises no controversy and which passes off 
with a 21-gun salute and some routine 
adulatory articles in the local press. After 
all, there are nine sultans in the country 
and they rotate the kingship among their 
number every five years, meaning that no 
one king has the time to become much 
more than a symbolic focus of national 
unity. 

But these are far from normal times in 
Malaysia, and the election on 9 February 
of Sultan Mahmood Iskandar of Johor to 
replace the well-regarded current king, 
Sultan Ahmad Shah of Pahang, was no 
run-of-the-mill selection of a head of 
state. 

Malaysia’s political leaders have just 
come through a bruising six-month con- 
frontation with the traditional rulers, who 
head nine of the country's 13 states, over 
an attempt by Prime Minister Datuk Seri 
Mahathir Mohamad to spell out more 
clearly the constitutional limits on the 
power of the Yang di-Pertuan Agung, or 
king. And it is no secret in the country that 
the reason Mahathir embarked on that 
hasty and politically divisive course was 
that he feared that either of the two men 
likely to be chosen as the next king would 
be less inclined than earlier sovereigns to 
adhere to the niceties of constitutional 
government. 

One of the contenders, Sultan Idris 
Shah of Perak, who died of a heart attack 
barely a week before the election, had 
shown himself to be an unpredictable and 
politically obstinate monarch in his tin- 
rich state (REVIEW, 30 June '83). The 
other, Mahmood, had a reputation as an 
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w king; Tun Azlan Shah: an ironic compromise, but a workable one. 


impulsive figure, who imposed rigid stan- 
dards of personal behaviour and who took 
it upon himself to deal with any who trans- 
gressed against those standards — a "strict 
disciplinarian," as one local newspaper 
put it, condensing neatly and tactfully a 
legion of anecdotes into just two words. 

Mahathir, who had little time for either 
ruler — and the feeling, it must be said, 
was mutual — was faced with a dilemma as 
the election approached. As Perak and 
Johor were the only two states never to 
have sent a ruler to Kuala Lumpur as king, 
Idris Shah and Mahmood would be at the 
head of the queue when voting took place. 
And when the Perak sultan died on 31 
January, it left Mahmood first in prece- 
dence — some reservations among his 
brother sultans notwithstanding. 

In facing this problem, Mahathir was 
thought to favour the ruler of Negri Sem- 
bilan — and outgoing deputy king — 
Tuanku Ja'afar. Later he, like many 
others, appeared to pin his hopes on the 
possibility that the rulers would favour the 
newly installed ruler of Perak, Sultan 
Azlan Shah, a highly respected jurist who 
had served until the death of his predeces- 
sor as lord president of the courts of 
Malaysia. 

All that came to nought. At their meet- 
ing at the Istana Negara in Kuala Lumpur 
the sultans chose Mahmood as the next 
king, reaffirming the principle that the 
man at the head of the queue goes next. It 
is Said in some quarters that the vote was 
5-4 for Mahmood, but given the secrecy 
surrounding the gathering, this is very dif- 
ficult to confirm. 

The sultans did, however, choose Azlan 
Shah as his deputy, a nice compromise, 






- Despite the controversial personality of Johor's sultan, he becomes king 


Holding the royal line 


some thought, though an ironic one given 
the fact that the new deputy king was call- 
ed upon in 1973 to pass judgment on 
Mahmood, who had come before him on 
four charges of causing hurt. On that occa- 
sion Azlan Shah delivered a stinging re- 
buke to the man before him. 

"The keynote of this whole case," he 
said, “can be epitomised by two words — 
sadistic brutality. Every corner of the 
case, from beginning to the end, [is] de- 
void of relief or palliation. I have searched 
diligently among the evidence in an at- 
tempt to discover some mitigating factor 
in the conduct of the respondent which 
would elevate the case from the level 
pure horror and bestiality, and enoble it 
least upon the plane of tragedy. I must 
confess I have failed." 





I: the circumstances, the reaction to the 
appointment was muted. Mahathir's an- 
nouncement of the news was contained in 
a rather frosty press release which said 
simply that Mahmood had been elected as 
the next king. There was no word of con- 
gratulation in the statement. That seemed 
to set the tone for much of the country. 
Apart from two or three messages of con- 
gratulations from bodies such as the Johor 
branch of the youth wing of the United 
Malays National Organisation, the ap- 
pointment passed with little comment, un- 
usual in these cases. Four days after the 
appointment there had been no official 
reaction either from the federal govern- 
ment or from any state government. 
Malaysia's first prime minister, Tunku 
Abdul Rahman, a fatherly figure who has 
himself had encounters with the Sultan of 
Johor of late, is understood to have been 
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the Lee The late Sultan 

rprised by the decision to appoint 
mahmood. But in his 1,500-word weekly 
column in The Star newspaper, which 
took him an unusually long three days to 
write, he wished the new appointee his 
heartiest congratulations and delivered 
himself of a few polite but pointed 
homilies about the importance of good be- 
haviour and the need for constitutional 
rectitude. 

The sultan, he wrote, *is an active man 
full of bright ideas — sometimes they are 
all his own — and he is young, with plenty 
of vim and vitality but with an unpredicta- 
ble temperament." For this reason, the 
tunku said, Mahmood was considered 
somewhat erratic and impetuous. But he 
was a man of principle, and as such he 
would not forget his duty and responsibil- 
ity as king. 

"We have accepted the form of govern- 
ment for this country — a democratic state 
with a constitutional monarchy" and the 

wer to rule, run and administer the 

untry were vested in the people, the rul- 
ers enjoying a special position as symbolic 
heads of states and with the agung as na- 
tional ruler, he said. 

"What if anything were to go wrong?" 
the tunku asked. “It will be the people as 
represented by the party in power, with 
the prime minister at the head, who will 
deal with it and they have full power to do 
so. Let's hope and pray that such an occa- 
sion will never arise." The tunku said that 
he knew Mahmood well and could say that 
he had some admirable qualities. He was 
generous, friendly and affectionate. 

"But he takes offence easily and in the 
heat of the moment he is capable of doing 
things which he would regret afterwards. 
As the king . . . he must exercise great pa- 
tience and show great care in what he 
does. He must remember that he is the 
king and is bound by the royal code of con- 
duct to keep his own personal sentiments 
to himself and focus all his attention to the 
needs of the nation." 

While many people of standing express- 
ed concern about possible conflicts, there 
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Idris Shah; Mahathir under escort at January rally: a dile 


were those who felt the election of 
Mahmood was a good thing. A former 
minister and ambassador to the United 
States, Mohamad Khir Johari, told the 
REVIEW: “It is a good election. It shows 
the sultans are finally united. This pro- 
vides a good check against any arbitrary 
action the government might take.” 

The tunku reacted to that comment by 
telling the REVIEW: “I was surprised at the 
election result. I think the sultans had a 
choice between pleasing one of their 
brother rulers and considering the welfare 
of the country. But you know, this is the 
Malay way. You don’t deprive anyone of 
something to which he has a legitimate 
claim.” 


nother respected political figure, 

former opposition leader Tan Sri Tan 
Choo Khoon told a foreign correspondent 
that it was a good outcome because of the 
team elected — Mahmood as king and 
Azlan Shah as deputy king. According to 
Tan, Azlan Shah would not only provide a 
check against any impetuous action by the 
new king, but would be able to place con- 
straints on any: government seeking to 
make arbitrary changes to the law of the 
land. Certainly, he said, the new king 
would have the best legal advice if any new 
problems arose. 

Others worried, however, that the na- 
tion's international image might suffer as a 
result of the initial press coverage of the 
election of the new king, which tended to 
highlight the sultan’s private life. 

By anyone’s standards, Mahmood has 
led a chequered — if colourful — life. 
Born in Johor in 1932, he was stripped of 
his Tunku Mahkota, or crown prince, title 
in 1961 by his father, the late Sultan Ismail, 
in favour of his less controversial younger 
brother. In 1977 he was sentenced in the 
High Court to six months jail on a charge 
of culpable homicide not amounting to 
murder for shooting a Chinese man he 
took to be a smuggler. He was pardoned 
soon afterwards by his father. 

_In 1981, the dying 86-year-old Sultan Is- 





mma for the premier. 





mail, who had married the sister of 
Mahmood's wife not long before, 
reinstated Mahmood as his heir, paving 
the way for the latter’s succession on his 
death 10 days later. At the time, 
Mahmood said of his reinstatement: “This 
is the will of Allah. Nothing in this world 
could have stopped it from happening.” 
The late sultan’s consort, who lives in the 
Johor palace, is treated with great defer- 
ence by the new ruler. Relations between 
the sultan and his younger brother, who 
served as crown prince for 20 years, have 
been described as less warm. 

Those well-acquainted with Mahmood 
say that if the sultan’s behaviour has at 
times attracted attention then this is be- 
cause he finds it difficult to accept what he 
considers bad personal habits. Any trans- 
gressions, they say, have arisen because of 
lapses in the personal behaviour of others 
and have not been related to the sultan’s 
official duties as the ruler of his state. For 
this reason, it is said, Mahmood is likely to 
be most punctilious in his duties as king, 
though even associates concede that 
Mahathir might be in for a trying time in 
his personal encounters with the new king, 
who formally takes office on 26 April. 

It is no secret that the sultan has treated 
Johor Chief Minister Datuk Ajib Ahmad, 
a close associate of Deputy Prime Minister 
Datuk Musa Hitam, somewhat imperi- 
ously. Nevertheless, he has let him get on 
with the job of running the state. 

“I wouldn't be surprised if there is a lit- 
tle muscle-flexing [between Mahmood 
and Mahathir] early on,” said one analyst. 
"Any feisty person coming into a new job 
seeks to establish his territory. There 
could be some stormy meetings. But there 
is no convincing evidence that the change 
in king will have a significant effect on the 
government." 

Another source added: "It depends 
how the two men grow into the working 
relationship." Whichever way that re- 
lationship develops, it is likely to prove a 
major talking point in Malaysian politics 
for quite some time. Oo 
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Kuala Lumpur: It is no secret that 
Malaysia's nine royal rulers, who every 
-= five years choose one among their number 
| toserve as king, have shown themselves to 
be proud and sometimes prickly monarchs 
—  intheir home states. On three occasions in 
= as many years, rulers have effectively sec- 
= ured the expulsion of an elected chief 

= minister or brought normal government 
— business to a standstill by refusing to sign 
= state legislation into law. 

However, none of the seven rulers who 
have so far served a term as king has acted 
improperly while on the federal throne, 

. and in these circumstances it has been 
. asked — not least by some of the rulers — 
why Prime Minister Datuk Seri Mahathir 
E. . Mohamad chose to engage the rulers in a 
direct confrontation recently over pro- 
. posed amendments to the 1957 constitu- 
. tion. 
E _ There would seem to be two main 
reasons why he did so. One is that the 
_ prime minister, a man no less proud and 
prickly than some of the rulers, is still very 
. much the reformist in a hurry. Mahathir 
_ feels no particular love for the traditional 
.. rulers and seemed anxious, as a matter of 
general principle, to spell out the proper 
_ limitations on their area of influence; limi- 
tations which, though well enough estab- 
- lished i in constitutional theory, were open 
loto misinterpretation in practice. 
. More particularly, the prime minister 
E . had been receiving reports that some con- 
. tenders for the throne had been talking 
2 loosely about the way they would, if 
. elected king, put Mahathir back in his 
place and uphold the position of the 
= _ monarchy. One sultan is said to have 
— boasted that he would, with the help of the 
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. out all these politicians who are ruining 
the country.” And while there was no 
(omnl of middle and high-level army of- 

cers being in any royal camp, there were 
Stories that the sultan in question was 
a close to certain military men. 

. Another sultan is said to have talked 
about his connections with prominent 
E officers and was reported to have 
. said: "Somebody must save this country.” 
. The same sultan, the government was 
. later to claim, had put it about that the 
J United Malays National Organisation 
5 me). the, dominant partner in the rul- 
E ing National Front, had been too lenient 
. to the Chinese. and had said that if he were 
C king he would change all that, a claim 
d undermined somewhat by the fact that the 
ruler in question was known to have 
. numerous Chinese friends and acquain- 
tances. 
|». . *It was all very vague,” says one source, 
"but Mahathir was left wondering just 
_ what they might do. He decided he could 
not afford to leave things like that but had 
S ipt atake pe action." 
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finally r meet their match 


army, “declare an emergency and throw 





As early as January or February last 
year, the cabinet had decided that about 
21 articles of the constitution, including 
One governing electoral boundaries, 
needed to be amended. Then, with re- 
ports coming in about what certain sultans 
were saying and a fairly strict mid-1983 
deadline for any amendments, Mahathir 
decided to make two key additional 
changes “refining” the place of traditional 
rulers. 

. The first change centred on Article 66 
(5) of the constitution and provided that if 
for any reason a bill was not assented to by 


the king within 15 days of it being pre-. 


sented to him, he would be deemed to 
have assented to it and the bill would be- 
come law. As things stood, the constitu- 


tion did not state how long the period for: 


assent could be, though it was generally 
accepted that, in keeping with constitu- 
tional practice, assent could not be with- 





Mahathir accepts appointment as premier 
from the king, 1981: clouds on the horizon. 


held unreasonably. And though no king 
had ever withheld assent to federal legisla- 
tion, some sultans had, in their own states, 
held up legislation for as long as 12 
months. 


he second proposed change, even 

more sweeping in the opinion of those 
concerned with civil liberties, centred on 
Article 150 of the constitution. That arti- 
cle provides that if the king is satisfied that 
a "grave emergency" exists he may issue a 
proclamation of emergency. The amend- 
ment sought to give the prime minister — 
and the prime minister alone — this 
power. 

Throughout this period, Mahathir kept 
his cards very close to his chest, informing 
only one or two of his closest associates in 
the cabinet of his plans. Most cabinet 
ministers — and the leaders of Umno's 
coalition partners in the National Front — 
were only brought in on the plan at the last 


minute. The prime minister's ink evi- 





"OR ix: in July y jm dent. it is ender 
stood, Mahathir, following the standard 
procedure in these matters, gave the 
cabinet papers to the king for his perusal. 
It is not known how fully the prime minis- 
ter discussed the details of the amend- . 
ments with the king, but high government 
sources are adamant that the king pri- 
vately agreed to the changes. 

The king, it is said, was sympathetic to 
the view that something had to be done to 
remove any loopholes in the existing pro- 
visions. Indeed, one key figure in the gov- 
ernment is said to have remarked: “If we 
have to do this [amend the constitutional 
provisions on royalty] we will only be able 
to do it under this king." In any event, 
when the matter came before the cabinet 
the following Wednesday, a number of 
sources contend, the prime minister said 
he had discussed the 15-day provision with 
the king and he had agreed to it. 

What seems to have happened, how- 
ever, is that somewhere along the wayt _ 
attorney-general's office wrote an amen 
ment to the eighth schedule of the con- 
stitution to make it consistent with Article 
66. This all-important “flow-on” provision 
would have had the effect of making the 
sultans, in their individual states, subject 
to a similar 15-day assent period. Given 
the trouble that certain state governments 
had had with obstructionist sultans, this 
provision was seen by some as a central 
part of a three-pronged government at- 
tack on the position of the rulers. 

In fact, it now seems that the provision 
was written in by the legal draftsmen and 
went unnoticed by either Mahathir or the 
king, neither of whom is a lawyer. 

Be that as it may, draft amendments 
which had been drawn up by the attorney- 
general’s office were considerably water- 
ed down in cabinet. One source who saw 
the original proposals, a man very much in 
favour of placing constraints on royalty, 
said his reaction when he saw the original. 
draft was: “It’s virtually becoming a 1 
public!” 

At this stage, the government seemed 
to feel it was almost home and dry. The 
cabinet had agreed to the amendments, 
the king had indicated that he accepted 
them and the government had an over- 
whelming majority in parliament. All the 
same, great care was taken to ensure that 
no one rocked the boat. Before parlia- 
ment met to consider the amendments in 
early August, the chief editors of the local 
newspapers were summoned to the Prime 
Minister’s Department and told that they 
should report only Mahathir’s speech in- 
troducing the bill, not the debate which 
would follow. 

The editors were privately very much of 
the view that the amendments were neces- 
sary and, with one exception, they were 
more than ready to comply with the 
request. “We agreed among ourselves 
that we should treat this as a non-event,” 
said the editor of a major daily. “Let it go 
through parliament. Reverse all the rules 
of journalism.” The one exception was 
The Star, the tapaan penses ga ; idin 3 
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which the Melsynian e Gliihese Association, 
a partner in the National Front, owns a 
controlling interest. 

Although the editors of The Star were 
in favour of the amendments, they argued 
that the matter should be debated openly 
and the parliamentary debate fully re- 
ported. In response to this sort of view, 
top Umno officials argued that it would be 
unnecessarily embarrassing and potentially 
divisive to the Malay community to air the 
matter publicly. It would also be difficult, 
they argued, in view of the provisions of 
the Sedition Act which make it an offence 
to discuss the position of the rulers. 

In the event, the-amendments were run 
through parliament#m a matter of days and 
with barely a word'in the local press. The 
government-run TV network carried a re- 
port on the amendments — as the third 
item on the evening-news — to the effect 

-that the constitutionowas being amended 
but without giving-ány details of which 
provisions were being changed. Of the 
four major foreign .newsagencies in Kuala 

mpur, only Reuters carried a report 

‘lling out the significatice of the amend- 
ments. 

A cloud soon appeared on the horizon, 
however. It takes up to two weeks after a 
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were Browna inoren ipia. The 
king evidently felt he had not been fully 


briefed by the prime minister. The prime 
minister was privately upset that the king 
seemed to be going back on what had ear- 
lier met with his approval, though he went 
to great lengths to say nothing untoward 
about the king. ‘ 


n the view of the sultans, the constitu- 

tion made it abundantly clear that the 
Council of Rulers had to be consulted on 
all such matters, and they were offended 
by what they saw as a hasty and ill-man- 
nered manoeuvre on the government’s 
part. To make matters worse, certain key 
Umno ministers were not at all persuaded 
that the amendments were necessary or 
desirable. 

Foreign Minister Tan Sri Ghazali Shafie 
took the view that there were serious legal 
flaws in the government’s arguments 
about the amendments, and Finance 
Minister Tunku Razaleigh Hamzah, a 
member of the royal family of Kelantan, 
was considered by some to be lukewarm in 
his support for the proposals. There was 
also some initial speculation that Deputy 
Prime Minister Datuk Musa Hitam was 
less than fully committed on the matter, 
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bill has been passed before royal assent 
can be given — the time necessary for 
printing and other matters — and during 
this period several people went to the king 
and drew his attention to the fine print in 
the amendments, particularly to the flow- 
on effect of the eighth schedule. The king, 
indignant, embarrassed and upset, is said 
to have called Mahathir and asked him 
why he had not been briefed on the eighth 
schedule. 

Mahathir responded that he had not 
been aware that the position of the sultans 
would be affected within the states and 
promised to seek clarification from the at- 
torney-general. Information Minister 
Datuk Seri Adib Adam told the REVIEW, 
that the attorney-general’s reply was that 
the provision had been written in as a 
matter of course because, in principle, 
state law must conform with federal law. 

This explanation hardly satisfied the 
rulers, and by late August relations be- 
tween the government and the sultans 
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though Musa finally emerged as a strong 
supporter of the amendments. 

The press blackout on the affair con- 
tinued for two months, the only news on it 
being carried in foreign publications. 
Then, on 3 October, a former information 
minister, Datuk Senu Abdul Rahman, 
wrote a six-page open letter to Mahathir 
suggesting that the amendments tampered 
with constitutional provisions according a 
special position to the Malay traditional 
rulers. 

That night, the chief editors were again 
summoned to Mahathir’s office. The 
prime minister explained why the govern- 
ment had acted as it had and rejected 
Senu’s claims about the amendments. 
(The attorney-general, Adib said in an in- 
terview, had assured Mahathir that it was 
not necessary to have the consent of the 
rulers to amend Article 66 [5].) 

Once again, Mahathir found most of the 
editors more than understanding and 
hardly had to ask them to ignore Senu’s 


- 
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letter; pn had decided to do as much. 
“All the editors are anti- 


themselves. 
royalist,” said one, with only some exag- 
geration. Among those who were cont 
to print nothing of the affair were the 
editors of the New Straits Times, Berita 
Harian, Utusan Melayu and Bernama, the 


official newsagency. 


The exception, once again, was The 
Star. Its representatives argued that 
though there had been a blackout on the 
affair in the domestic press, foreign publi- 
cations were carrying news of the constitu- 
tional dispute. The people, they said, 
were confused and concerned, and a state- 
ment by Mahathir on the Senu letter 
would calm the situation. Besides, The 
Star editors argued, the credibility of the 
press would be entirely undermined if it 
failed to report the Senu letter. 

The answer was no. The government 
adhered to its position that the subject was 
too sensitive for public debate and pointed 
once again to the fact that provisions of 
Malaysia's Sedition Act would make such 
a debate difficult. At this stage the govern- 
ment seemed genuinely: concerned that 
once a debate was started there was no 
telling where it might end. When, at one 
stage, a "psy-war committee" consisting 
of politicians, bureaucrats and media 
people was set up under Adib, some ac- 
tivist members sought to make a fight of it 
with the sultans. Always; however, there 
was a restraining hand from Mahathir, 
committee sources said — at least until the 
matter became public. 


hen Mahathir met the rulers at Kota 
Kinabalu on 12-13 October, he was 
given a frosty reception. (The king was not 
at the meeting, having suffered a heart at- 
tack on 27 September.) With the press still 
subject to a mixture of official and self- 
censorship, all manner of rumours gained 
credence, including one that Mahathir 
had been assassinated. And there were 
predictions of possible communal violence. 
Some members of the Chinese community 
privately voiced concern that if the con- 
stitution could be altered so easily, other 
changes affecting the position of particu- 
lar groups in society might later be made. 

Members of the Malay community were 
also worried and confused, divided in 
their loyalties to Umno and the sultans, 
reluctant in many instances to face the 
thought of making a choice. As the crisis 
unfolded, the sense of nervousness in- 
creased, a nervousness reflected in falling 
prices on the Kuala Lumpur Stock Ex- 
change. There was also growing concern 
over the fate of financial bills that were yet 
to be signed by the king. In short, the pres- 
sure was building. 

Then on 17 October, Malaysia’s first 
prime minister, Tunku Abdul Rahman, 
wrote about the matter in his weekly col- 
umn in The Star, bringing the whole affair 
out into the open. As the issue gained 
momentum, 1,500 Umno youth leaders 
from all over the peninsula met outside 
Kuala Lumpur to express their support for 
the government. Later, soon after word 
leaked out that the sultans were planning 
to meet on 20 November to discuss the 
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issue, it was announced that a delegation 
from Umno would meet the rulers. 

At the subsequent meeting, Mahathir’s 
emissaries made it known that they were 
prepared to drop the proposal about the 
proclamation of an emergency, drop the 
provisions affecting the position of the sul- 
tans in the states and water down the 15- 
day assent provisions. To some of 
Mahathir’s more hardline supporters, this 
amounted to virtual capitulation. The sul- 
tans, however, would have none of the 
plan and rejected it out of hand. 

In the government’s view it was obvi- 
ously time to teach the rulers where the 
real power lay, to show that no one 
could challenge. Umno. With great sud- 
denness, the government organised pro- 
amendment mass rallies around the penin- 
sula. And though the number of those in 
attendance was shamelessly exaggerated 
by the local media, the resources of the 
government in general and Umno in parti- 
cular were quickly and effectively dem- 
onstrated, 

At the same time, the government en- 
couraged press coverage about royal ex- 
pendituré’and the lavish spending of cer- 
tain sultans. TV viewers were treated to 
reruns of Malay films from the early 1950s 
in which demented sultans of bygone days 
moved about), their palaces with kris 
(wavy-bladed daggers) in their hands, ut- 
tering thréats of unspeakable tortures for 
errant subjects, It was plain to all that the 
next step was that the government might 
make allegations of impropriety, hardly a 
difficult exercise. 

In some mass rally speeches Mahathir 
began a little shakily. But he warmed to 
the theme of power being in the hands of 
the people, and the onslaught of that com- 
bined with some fairly crude stories in the 
press about the activities of one or two sul- 
tans, began to have its effect, as did the 
threat that there would be more revela- 
tions about royal timber and mining con- 
cessions in the states. 

Meanwhile, a dossier was compiled — 
not a thin one — on the various mis- 
demeanours of the royal families, includ- 
ing some gloves-off material that one 
former sultan had been opposed to 
Malaysia's independence struggle. As 
work went ahead on the dossier — some of 
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the sultans countered privately that the 
government would be better off making a 
dossier of the Bumiputra Malaysia Fi- 
nance loans scandal — a suggestion by 
Minister for Culture, Youth and Sports 
Anwar Ibrahim that the government go 
ahead and gazette the bill anyway, obvi- 
ously without the 20 November conces- 
sions, reportedly had a salutory effect on 
the rulers. Béfore long it became obvious 
to them that they could not hope to win. 

On 15 December, after high-level ex- 
changes between the two sides, the rulers 
agreed to accept the proposals of 20 
November, largely because of a now- 
explicit threat that the bill would be gazet- 
ted if they did not. A few days after the 
agreement had been reached, the deputy 
king signed the amendments on the writ- 
ten undertaking of Mahathir that the 
signed bill would go back to parliament for 
the agreed concessions to be written in. 
On 9 January the redrafted bill was passed 
by parliament. It was signed into law a few 
days later, again by the deputy king. 


U nder the terms of the compromise, the 
provision assuming royal assent within 
15 days has been modified. The king can re- 
turn any piece of legislation to parliament, 
effectively delaying it for up to 60 days. 
But he must give reasons for his actions, a 
requirement which should effectively stop 
the sort of obstructionism that has occur- 
red in state legislatures over timber and 
land concessions. 

Secondly, the king retains the right to 
declare an emergency — though Mahathir 
says this is subject to a provision which 
says the king must act on cabinet advice in 
this matter, not simply do it himself. 
Thirdly, while the provisions relating to 
the states have been dropped, the prime 
minister said on 16 December that he had 
been given an oral undertaking by the rul- 
ers that they would not unreasonably 
withhold assent to legislation at the state 
level. 

Once it is conceded that a ruler's job is 
to sign bills, it is argued, a ruler who 
chooses to do otherwise runs the risk of a 
rebuke from his brother sultans or from a 
mobilised Umno machine, which will 
brook no interference in its right to do its 
job, the more so if it can be shown that a 





ruler is acting out of motives having to do 
with personal gain, as has generally been 
the case in past confrontations. 

Mahathir clear] tade some major con- 
cessions to the rulers. But he got mos 
what he was after; And if nothing else 
affair has established the political princi- 
ple that legislation goes through. The fact 
that the prime minister has compromised 
on the time for assent is not of much sig- 
nificance, the rather threadbare argument 
that he has given a new power to the king 
notwithstanding. “The 60-day rule con- 
cedes a minor power,” noted one ob- 
server, “but precludes a potentially major 
confrontation.” 

Legally and constitutionally, the sultans 
almost certainly had a point: the govern- 
ment did seem to be rushing something 
past them without their assent. However, 
there were, many felt, compelling political 
reasons why the amendments had to be 
made, and politics is hardly a stranger in 
matters of constitutional law. 

The way the prime minister went about 
making these changes, and the tactics he 
adopted, came in for much criticism. But 
if Mahathir has a capacity for taking risks 
— a close aide says he works on “a 2 
margin of error” — he also has consic 
able skill in getting out of trouble. Despite 
some stringent criticism, he has been more 
or less successful, and in Malaysia as else- 
where nothing succeeds like success. And 
though there is likely to be still more criti- 
cism at the Umno annual general assem- 
bly meeting in May, Mahathir has 
emerged from the affair with his power 
more or less intact. 

As the dust has settled on the crisis and 
as a new and independent-minded sultan 
prepares to take his place as king, there 
are several observations that can be made. 
First and foremost, the affair has reaf- 
firmed the principle that the rulers, what- 
ever some of them may feel, are purely 
constitutional sovereigns, with no right to 
impose themselves on the legislative pro- 
cess. 

Secondly it has demonstrated conclu- 
sively that while,the rulers retain vestigial 
authority at the state level in matters of re- 
ligion and Malay custom, political clout in 
the Malay community is very much with 
Umno. 
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ial or büsinessi interests, 
it is argued, is likely. to risk bringing the 
political roof down on himself i in a mr in- 
peace ele tw er th 





desater heo controls. the ies of patron- 
- age, because the prime minister is the man 
“to whom a political aspirant must look for 
"support. 
HE only way to get on in Mad poli- 
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decided to go ‘public, mno 
him was a foregone conclusion” It may be 
true that there is an awkwardness among 
Malays at. having to choose between 
Mahathir and Musa on the one.hand, and 
the sultans on the other. But that is some- 
thing most Malay political and community 
leaders can put aside quickly enough when 
it comes down to brass tacks. - 

At the same time, the affair i is said by 
some to have given. “expression to 
Mahathir's: continuing preoccupation with 
the theme that it is only through discipline 
that a Third World country can hope to 
prosper. What sort of discipline i is there, it 
is asked, when there are in a society tradi- 
tional rulers who still seek to operate as in- 
dependent centres of power? 


IH owever, there is more than a little con- 
Wcerninsome circles at the way in which 
democratic norms have increasingly been 
eroded and still greater powers are 
gathered into the hands of those in gov- 
ernment in Kuala Lumpur. Lim Kit Siang. 
secretary-general of the opposition 
Democratic Action Party, spoke for many 
when he said during the debate on the 
amendment bill that the Malaysian Parlia- 
ment seemed to be staging a wayang kulit 


(shadow play) “where we see the Shadows 


but not the substance." 
The amendment to Article 66 was fun- 
damental, he said, and probably no other 
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Despite a slight thaw on the Sino-Soviet border, the Chinese 
leadership shows little sentiment over Andropov’ s death 


By David Bonavia 

Peking: Considering that the Chinese 
knew little of him, it was not surprising 
that the only good thing Peking managed 
to say about Yuri Andropov following his 
death was that during his period as leader 
of the Soviet Government and communist 
party some progress had been made in the 
normalising of state-to-state relations be- 
tween the two countries. 

Deng Xiaoping and his colleagues in the 
Chinese leadership could not be expected 
to be sentimental over the loss of the man 
who used to run the KGB — the civilian 
arm of the Soviet intelligence services 
whose formidability is matched only by 
that of the GRU, the military wing. The 
KGB is in charge of surveillance and, 
when possible, subversion of foreign civi- 
lians in China and Chinese officials in 
Moscow — and every dirty trick had An- 
dropov’s personal blessing. 

On the whole, the Chinese are not great 
exponents of the art of espionage: to be 
done effectively, it has to be enormously 
expensive, and they really do not have 
that kind of money. The public security 
forces do have their own line in dirty 
tricks, but they are mild compared with 
what the Soviets dream up. 

As has been well said of the KGB, it will 
pay US$10,000 for another country’s wea- 
ther reports if it can filch them from the 
newsreader’s desk five minutes before 
they are broadcast. But when they are 
read out, it probably will not even bother 
to listen. The lure of the private, the secret 
and the forbidden is something the Soviets 
simply cannot resist. 

On that side, then, the Chinese were no 


_ admirers of Andropov, but it has to be ad- 


mitted that during his brief period as 
Soviet chief, some interesting things hap- 
pened in Soviet foreign policy, including 
relations with China. 

The thawing of the metaphorical ice on 
the Amur and Ussuri rivers, which mark 
the Sino-Soviet frontier in Siberia, had 
begun well before Andropov came to 
power, under his predecessor, beetle- 
browed Leonid Brezhnev. Soon after the 
death in 1976 of the fiercely anti-Soviet 
Mao Zedong, the restored leadership of 
Deng and his friends tilted the helm just 
enough to show that they had absolutely 
no interest in going to war with the Soviet 
Union. 

Whereas Mao, and those who were 
spokesmen for his foreign policy in the 
mid-1970s, had left it deliberately ambigu- 
ous whether they thought war with the 
Soviet Union was inevitable or not, Deng 
was soon talking about the need for “a re- 
latively long period of peace" in order to 


build China up economically and 
technologically. 
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In the Chinese leadership today there is 
absolutely no dogmatic contention — as 
there was under Mao — that the “social- 
imperialist” nature of Soviet "re- 
visionism" will inevitably lead to war, just 
as Hitlerism inevitably did. Common 
sense, in other words, has prevailed over 
theory. Given that, it was obvious that 
Deng and his colleagues must first per- 
suade the Soviets that they were not look- 
ing for a fight, and secondly, restore those 
useful aspects of mutual cooperation and 
common good manners which are the only 
way to prevent trouble breaking out along 
a 4,000-mile-long border. 

In addition, this has proved by far the 
cheapest and most convenient way of av- 





Andropov: little to say. ; 


erting the lunacy of war in northern Asia. 
For all of Mao’s bluster, the People’s Lib- 
eration Army never had a hope of doing 
anything other than kill a few hundred 
thousand Soviet soldiers and perhaps — 
with a lucky shot — wipe out Omsk or 
Tomsk with a primitive nuclear weapon. 
In a few weeks Moscow would have won. 

Andropov’s- merit, for the Chinese 
leadership, was probably that he went 
along with the post-Mao interpretation of 
Sino-Soviet relations. The Chinese did not 
make things easy for him, but they made 
things a little easier than they did for 
Brezhnev. Instead of insisting that the 
main issue in Sino-Soviet relations was the 
historic sore of the border issue — though 
they have certainly not dropped this moral 
trump card — the Chinese have decided to 
embarrass the Soviets mainly over inter- 
national issues. 

Cambodia, Afghanistan and even the 
presence of Soviet troops in the: Mongo- 
lian republic are the sticks they wield. This 
is annoying for the Soviets, for neither 





Andropov nor hie uor, “Konstantin 
Chernenko, created the situations in 
Cambodia and Afghanistan — Brezhnev 
did. And one day they will have to be sol- 
ved. Both Deng and Chernenko know 
that. So there should be a possibility of 
some kind of reconciliation. 


» Mohan Ram writes from New Delhi: 
For Indià, a three-day state mourning 
period declared for Andropov underlined 
its special political relationship with the 
Soviet Union, institutionalised in 1971 
through a 20-year friendship treaty. Prime 
Minister Indira Gandhi, in a condolence 
message, lauded Andropov’s “many in- 
itiatives" to contain the nuclear arms race. 
Western diplomats in New Delhi saw this 
as a veiled criticism of the United States. 

Andropov was seen by India as the ar- 
chitect of a new-look Soviet foreign policy 
which emphasised strengthening political 
bonds with India; other Third World 
countries and the non-aligned movement 
in general. After Andropov succeeded 
Brezhnev, a major Soviet arms deal v 
India was agreed upon. In Decem 
1983, the Soviet politburo called for great- 
er Soviet cooperation with India. This was 
followed by the participation of a Soviet 
party delegation for the first time at a Con- 
gress party conference. 

Indian officials do not expect the 
change in the Kremlin to make any differ- 
ence to Soviet policy. In any case, New 
Delhi has been reassured by the Soviet 
leadership that relations with India will 
maintain their continuity both in direction 
and content. 


» Mike Tharp writes from Tokyo: Japan, 
the Soviet Union's closest non-communist 
neighbour in Asia, expects that if any- 
thing, the very cool relations between the 
two countries will go even further into the 
deep freeze following Andropov's death 
since Soviet initiatives are not expected 
during Moscow's leadership transition 
period. 

Relations have been  particul: 
strained since the September 1983 Kor: 
Air Lines (KAL) incident, and a Soviet of- 
ficial in Japan said this month that ties 
were at their worst level in decades. Be- 
sides the KAL incident, other irritants in- 
clude the perennial northern territories 
issue — the four islands off Hokkaido, 
claimed by both countries and occupied 
since 1945 by the Soviet Union — and 
charges by Moscow that Japan was be- 
coming enmeshed in a regional military al- 
liance with the US and South Korea. 

Although little progress had been ex- 
pected on the territorial issue, there were 
signs before Andropov's death of a slight 
thaw, especially on such economic issues 
as fishing rights and resource develop- 
ment on Sakhalin island. One diplomatic 
signal is already being analysed: when 
Brezhnev died, Tokyo sent then prime 
minister Zenko Suzuki to the funeral, but 
he failed to meet Andropov during his 
visit. Present Prime Minister Yasuhiro 
Nakasone did not go to Moscow for An- 
dropov's funeral but sent Foreign Minister 
Shintaro Abe.. DE > iai 
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The point? Technology has enlarged th 

not least in Europe. It’s there you ll find enthusi 

for your goods whole nations with both the 

money to enjoy them. To reach them, call the 
Time was when there were amateur photographers and pany that specializes in container transport to 
professionals. Snapshot cameras and “photographic instru- nent. ScanDutch. We'll make your export pict 
ments”. But modern electronics has blurred the distinction. 
Today's so-called simple camera is a marvel of engineering. 
And you hardly have to know f-stops from shutter speeds ScanDutch 
anymore to operate an SLR. WHERE CAMERAS GO 15* CLASS 
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Fora closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, 8-147 00 Tumba, Swed 


glish Cheddar is one of the worldis most 
popular and delicious cheeses but it is also one 
of the most time-consuming and complicated to 
produce, traditionally involving a day-long process of 
preparation, fermentation, pressing and shaping 
before the finished cheese is ready to mature. 
Alfa-Laval have changed all that—by a 
revolutionary process which cuts down the entire 
s. operation to just six hours and turns out 
IN a full finished Cheddar every 90 seconds—ready to mature and 
CU Wey every bit as good as the hand-made version. 
How do we do it? By combining 500 years of 
traditional Somerset cheese-making experience with 
up-to-the-minute technology. The result is Al-O-Matie: 
the first ever fully automatic, continuous Cheddar 
process, originated by Alfa-Laval and now ready for use 
throughout the world. 
Ina world where half the cheese of the “hard” 
variety produced and consumed is Cheddar, this is a very 
significant development. 
But itis just one example of our innovative approach 
to business. We don’t expect 
the world to come to us- 
instead we go out to the world 
with new and often daring 
applications for our well- 
proven product lines. That way 
we can open up new markets 
that other companies only 
dream about. 


And we do. 




















The Growing World of Alfa-Laval 
Alfa-Laval employs 18,000 people in 

35 countries and its annual turnover of 
USS1,100 million (a 1396 increase over 1981) 
represents 10 consecutive years of growth. 
87% of this turnover was derived from sales 
outside Sweden. Over the past five years, 
dividend growth rate has averaged 11.196. 
Today Alfa-Laval's products and processes are 
solving problems in 125 countries and in over 
170 industries - from energy production, 
environmental control and food processing to 
resource recovery, agriculture and chemical 
engineering. 
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OC ALFA-LAVAL 


Europe- Americas- Middle East - Africa - Asia - Australasia 


Creating new markets from great ideas. 





will do now. 


And years 
from now. 





When the Norwegian Telecommumications Administration wanted to 

modernize the country's phone systerl they looked ahead to the kind of 
|J [cR system they ll need in the 
future. 

‘They saw that any system 
they install now would have to 
sm easily take on new features 
ee when new technology comes 
di along. Without disturbing the 
“8 architecture of the system. 

! Which is why the pro- 
gressive Norwegians saw 

the need for over a half- 
million equivalent lines of 

ITT System 12? 

a In an open competition, 
BEEN System 12 was Norway's 
choice over international com- 


ITT System 12 is everything Norway PaNIes like L.M. Ericsson, 
wantsina digital phone system today. eae Alcatel, Northern Telecom 
And tomorrow. and NEC. 
Because System 12 is the 
one fully digital switching network with the flexibility—in its capacity 
and operation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12. 

It controls voice and data traffic, simultaneously, with many individual 
microprocessors, instead of a central computer. And handles both with 
equal ease. 

So the system expands simply and economically For more lines or 
more services. 

oystem 12's unique digital switch is a product of $700 million in 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 15 countries that has ordered 
oystem 12. 

When you consider all that System 12 will do for Norway's telecommu- 
nications today, imagine what it will do years from now. 
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Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 
costs ... again saving you unnecessary expense. 
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Caterpillar, Cat and [H are Trademarks of Caterpillar Tractor Co 





Electronic diagnostic testing of machine functions. 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse ... the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product mss xA. 
support program ) a 
which sets the 
industry standard .. . MB 








The 
Standard 
of Value 
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Unmatched regional parts support. 
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PHILIPPINES 


The president's men 
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While the opposition is a disorganised array, the people ? 
surrounding Marcos begin to shape up for his succession ; 


By Rodney Tasker 


Manila: The political focus in the Philip- 
pines is moving perceptibly away from the 
opposition and its rather lame manoeuvr- 
ing since the assassination of former sena- 
tor Benigno Aquino, and more towards 
activities within President Ferdinand Mar- 
cos' own camp. The Aquino legend, with 
its indelible memories of the popular op- 
position leader's body oozing blood on the 
Manila airport tarmac, is by no means 
dead. But public attention is now directed 
more to the coming 14 May National As- 
sembly election and, significantly, even 
further ahead to the presidential election 
' eduled for 1987. 

n an interview with the REVIEW, Mar- 
cos long-standing Defence 
Minister Juan Ponce Enrile || WB; 
made it clear that he would like 
to become president (page 24). 





rile: surprise move. 


This was surprising, given that 
last July Enrile asked Marcos if 


he could stand down and go back — ry een will she, won't she? 


to private law practice. Before 
joining the Marcos regime in 1970 he was a 
noted lawyer. 

The resignation move, turned down by 
Marcos, was taken by many political ob- 
servers at the time as reflecting a wide- 
spread belief that the tough defence minis- 
ter was no longer the politically powerful 
force he was during the days of martial- 
law rule from September 1972 to January 
1981. An alleged assassination attempt 
against Enrile was one reason given by 
Marcos for declaring martial law. 

Although Enrile publicly denies it, it is 
believed by a number of political insiders 
and diplomats that armed forces chief of 
staff Gen. Fabian Ver, related to Marcos 
and closer to him than almost anyone else 
in the leadership, has gained the upper 
hand in controlling the military. And since 
1972, the military has become an undeni- 
able factor in the political power equation. 
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Another less visible figure who report- 
edly also has lofty ambitions, but unlike 
Enrile is growing in political stature, is 
business magnate Eduardo Cojuangco 
(page 25). Known to be friendly with Mar- 
cos and his wife Imelda, Cojuangco is now 
being mentioned in high circles as a possi- 
ble future leader. Some of his officials in 
his native Tarlac province, north of Man- 
ila — ironically, also the birthplace and 
main power base of Aquino — have 
reportedly been sounding out local district 
leaders to prepare them for the possibility 
that he will run for the vice-presidency in 
1987, to be restored as a result of the 27 
January plebiscite. Under a constitutional 











amendment, a vice-president will be 
elected at the same time as the president. 


nother figure in the Marcos camp 

who is thought to have private ambi- 
tions to rise higher is Labour Minister Blas 
Ople, again a long-time cabinet minister. 
Ople is one of the few real politicians in 
the cabinet; he keeps in close touch with 
his constituents in the central Luzon pro- 
vince of Bulacan, and some followers in 
his province are believed to be talking 
about him as a candidate for the vice-pre- 
sidency. Bulacan is in the Tagalog-speak- 
ing heartland of Luzon, which includes 
Manila, and some political observers note 
that since the late president Manuel 
Quezon — who headed the Philippine 
Commonwealth under the United States, 
before the country gained independence 
in 1946 — there has not been a president 
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from the Tagalog region in the Mala- 
canang Palace. Marcos himself, like some 
of his senior advisers and generals, is an 


Ilocano, from northern Luzon. emm 


Such talk about distant elections for the 
president and vice-president during one of 
the most uncertain times in Philippine his- 
tory may seem premature. But constant 
speculation about Marcos' health, which 
appears to have visibly deteriorated over 
the past year, a severe economic crisis in 
the country and the government’s inability 
to lift its credibility rating since Aquino's 
death apparently compel some to feel they 
should begin to prepare for a new leader- 
ship order. And given Marcos' health pro- 
blems and age — he will be 70 in the year 
of the election — any design on the vice- 
presidency in 1987 could be political short- 
hand for seeking the presidency. “People 
are beginning to sense the end of the era," 
commented one senior diplomat, “and 
when it comes they want to be in a position 
to take advantage of it.” 

While some of the heat seems to have 
been taken out of the anti-Marcos drive in 
the long months of political confusion in 

the opposition ranks following 
TN 





Aquino's killing, Marcos has 
shown he has no intention of 
leaving the scene. “He thinks he 
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- Ople: in close touch. 









has a convenant with the people 
and he will not resign until his 
terms ends,”  Manila's ar- 
chbishop, Cardinal Jaime Sin, 
told the REVIEW. “He is thinking of trying 
to improve himself." 

However long Marcos remains at the 
helm (and many feel that his health alone 
is unlikely to allow him to consider run- 
ning again in 1987), his controversial wife 
is showing signs that she is trying both to 
improve her image and seek different 
bases for her power. Significantly, one day 
after telling local newsmen that she might 
rethink her decision not to run in the May 
election because it was difficult to refuse 
"the people" if they wanted her to, she 
made a statement correcting “misimpres- 
sions" over her candidacy. “There are no 
ifs or buts: I am not seeking re-election,” 
she declared. 

Mrs Marcos is still human settlements 
minister and governor of Metro-Manila, 
but she seems now to be looking for other 
ways to establish herself. Some think she 
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will try to work more withi 









of the ruling party, the Kilusang Bagong 
Lipunan (KBL), rather than holding 


--noncy-spending government posts which 


bring her in the line of fire of domestic and 
international criticism. Fewer political 
analysts these days believe she will — or 
will be allowed to — take over the leader- 
ship when her husband leaves. Others still 
think this is her ultimate ambition, what- 
ever her statements to the contrary, and 
whatever the consequences for the coun- 
try. 


Moers. the most immediate preoc- 
cupation for Marcos and his party is 
the May election. Here the president seems 
to be having more of a headache with the 
KBL than in coping with a disorganised 
opposition. The KBL was put together by 
Marcos before the last National Assembly 
election under martial law in April 1978. It 
comprises former Nacionalista and Lib- 
eral Party members, Marcos loyalists and 
some opportunists. The problem for Mar- 
cos before making his decision on can- 
didacies among KBL members this time is 
to choose 183 — the elected membership 
of the assembly — from a total of 1,700 
hopefuls. Some deadwood will undoubt 
edly have to be removed, including in- 
cumbent assemblymen. 

The clamour to run in the election was 
partly because the Filipinos, who tradi- 
tionally love. an election, have been 
starved of a real, full-fledged electoral 
exercise for more than a decade. Also, be- 
cause constituencies have now been more 
localised under provincial rather than re- 
gional constituency arrangements, and 
with no more voting for blocs of candi- 
dates rather than individuals, the eager- 
ness to run among party members has 
been heightened by parochialism. 

Assuming it is a clean election — which 
cannot be taken for granted — candidates 
will have to campaign more at a grass- 
roots level in their constituencies rather 
than simply relying on the KBL tag, even 
though the party is far richer and better or- 
ganised than others, mainly because ol 
Marcos’ patronage. There have been 
some defections from the KBL, mainly at 
a provincial level. Local factional feuds 
have been responsible for some, while the 
Aquino assassination has prompted 
others to join the opposition. 

A close watch is being kept on Marcos 
by interested local and foreign observers 
to see if this time he will try to hold a fair 
and honest election, unlike the April 1978 
affair, when then-jailed Aquino and his 
list of opposition candidates in Metro- 
Manila were conveniently defeated under 
highly dubious circumstances. The presi- 
dent has made some polling concessions to 
the opposition, substantial elements of 
which are threatening to boycott the elec- 
tion. But given the opposition parties’ cur- 
rent state of disarray, Marcos may feel 
that even if more concessions are made 
and the election is a pristine affair, it will 
pose no threat to his powerful leadership. 
Marcos, evidently like others in his camp, 
may.just be training his political sights 
further. along the road: 
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Defence Minister Enrile says he might run for 
the presidency if Marcos and his wife pull out 


"Manila: Juag Ponce Enrile turned 60 on 


14 Februa But the long-serving 
Philippine defence minister is obviously 
still in fine political, as well as physical, 
fettle. He has already started his per- 
sonal campaign in his constituency of 
Cagayan Valley, in northern Luzon, to 
ensure his re-election to the National 
Assembly in May. 

But not content with that, he told the 
REVIEW in a recent interview that he is 
looking further ahead to the presidential 
election scheduled to take place in 1987. 
“If the president and the first lady are 
not available for the 1987 election, I 
might try,” he said. 

Asked why he included first lady 
Imelda Marcos in his equation, when she 
has constantly stressed publicly that 
when President Ferdinand Marcos goes, 
she will join him, Enrile replied: “She 
says that she does not feel like seeking 
the position. And as I said, if she does 
not, then I guess that as a 
KBL [Kilusang Bagong 
Lipunan, Marcos’ ruling 
party] man, if no one else 
will run, I might just try it.” 
Enrile is not generally re- 
garded as being close to 
Mrs Marcos. 

The minister continued: 
“But that is still in the fu- 
ture. So many things can 
happen between now and 
then. Life’s too short. Who 
knows? Who can tell what 
tomorrow will bring? This 
is my own personal plan for 
the future. Whether that is 
going to materialise as a fact is still a big 
question mark.” 

Earlier in the interview, Enrile was 
asked about his denial, in a letter in Sep- 
tember last year, of a REVIEW story that 
he tried to resign in July (Intelligence, 8 
Sept. '83), but that Marcos had asked 
him to stay on in the cabinet. “Your 
story was incorrect, because it seemed to 
suggest that I was resigning as a conse- 
quence of the Manila International Air- 
port incident [the assassination of op- 
position leader Benigno Aquino on 21 
August]. 

“I was leaving because I wanted to go 
back to law practice, not because of any- 
thing else. I was organising a law office. 
But then the president requested me to 
stay on. This was in the middle of July 
last. But it was not because of any dis- 
agreement of any sort with anyone." 

By “disagreement,” Enrile was evi- 
dently referring to a passage in the 
REVIEW story quoting sources as saying 
that the minister had been having differ- 
ences with armed forces chief of staff 
Gen. Fabian Verover appointments and 





Ver: no disagreement. 


promotions in the military. Asked about 
this, Enrile replied: “You know, I never 
publicise what I am doing here. If I want 
the chief of staff to be in my office, he 
comes here. I deal with him as a member 
of my organisation. All these rumours 
about disagreements in the ministry, or 
that there is a division, or non-coopera- 
tion, are all hogwash." 

Answering another question, on the 
current position of Lieut-Gen. Fidel 
Ramos, commander of the Philippine 
Constabulary, who is said by political 
sources to have had his powers diluted 
recently, Enrile said: “There are issues 
when sometimes you encounter disag- 
reements among your people . . . I en- 
courage this because no one should a: 
sume that he knows everything. The m« 
ment you stifle the initiative of your sub- 
ordinates to voice their opinions, then 
you don't get a correct appraisal of the 
varying shades of attitudes and percep- 
tions with respect to a given 
issue. 

* And I suppose that is 
also true at the level of the 
chief of staff. Gen. Ramos 
sometimes expresses his 
own disagreement with 
certain policies that are 
adopted by the general 
headquarters [Ver's head- 
quarters], and theré are 
also disagreements on the 
part of general headquar- 
ters with respect to certain 
policies that are being 
adopted by the Philippine 
Constabulary Command, 
and this is interpreted as a quarrel, or di- 
vision in the ranks. This is not correct.’ 

A last word from the minister, r« 
garded as a Marcos stalwart throughout 
his career, may have been a hint that 
party politics may develop a new shape 
after the May election. “After the elec- 
tion, it is possible that a new political 
party will come up — not composed of 
oppositionists, because they cannot 
make up their minds. But it will be com- 
posed of people who run independently 
outside of the KBL camp. 

*Some of them are former KBL mem- 
bers, like former trade minister Luis Vil- 
lafuerte [who recently resigned from the 
KBL], who is now an independent. He is 
going to run and I am sure he will come 
out again. These people will gravitate to- 
wards each other." Enrile did not say 
whether he would also join such a party. 
But his political statements in the inter- 
view gave food for thought for those who 
had previously believed statements from 
the minister that, like Mrs Marcos, when 
Marcos went, he would go. 

— RODNEY TASKER 
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Eduardo Cojuangco, the 
coconut king, may be 
trying for a political prize 


Manila: The name of Eduardo Cojuangco 
has already become à byword in business 
circles as a symbol of dramatic success. 
With his Midas touch in a variety of fields 
including coconuts, banking, sugar and 
more recently brewing and food process- 
ing, he is one of the most powerful 
businessmen in the Philippines today. 
Now his name is being mentioned with a 
growing conviction in political circles. 
Ironically he is a close relative of assassi- 
nated opposition leader Benigno 
Aquino’s widow, Corazon. 

Cojuangco, or “Danding” as his friends 

kname him, does not seek the 

elight. In fact, he normally shuns it. 
But his friendly relationship with the fami- 
ly of President Ferdinand Marcos is well 
known. He, along with a number of other 
businessmen who have close links with the 
presidential palace, is described by Mar- 
cos’ critics as “a crony.” 

Whether or not Cojuangco's relation- 
ship with the Marcoses has helped his bus- 
iness career, he has had some spectacular 
coups — particularly recently. Born of a 
landed family in the province of Tarlac, in 
central Luzon, he began his business life in 
sugar plantations in his home province. 
Since then he has extended into banking 
and — more significantly and profitably — 
coconut plantations and milling, mainly in 
the southern island of Mindanao. 

But more important than his ownership 
of large tracts of coconut plantations is his 
pivotal position in the coconut industry as 
president of United Coconut Planters 
Bank (UCPB) and its related company, 
United Coconut Mills (Unicom), which 
has a near monopoly of oil milling and ex- 
port. The bank, which used to be a 
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7^ Foreign trade is another field where our 
-= Clients are taking increasing advantage of 


MARY a” 


Credit Suisse expertise and special services. 
Our letter of credit business, for example, 
grew by about 50% in 1982. 


Your Bank 


for Foreign Business — 
Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss big 
bank, has helped Switzerland, 
which is small and devoid of raw 
materials, to become an important 
centre of world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

Its recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
collections against documents, 
bank guarantees and forfaiting. 
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Swiss, 







Our teams of specialists 
are adept at finding individualized, 
innovative ways of handling 
each new problem with precision. 
They could be of benefit to you, 
tOO. 








Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 
Why not you? 


CREDIT SUISSE 
CS 








Credit Suisse. Incredibly Swiss. 
















"subject of a major political row over 
disposition of hundreds of millions of 
*s0s collected as a levy on coconut pro- 
ducers (REVIEW, 8 Jan. ^82) i d the 
: critics, who had some support fre 
Minister Cesar Virata, was m 
"Out portfolio, fo 
coconut planter and 
assassination attempt mmanuel Pelaez. 
At the time of the levy controversy, 
. Cojuangco was closely allied with De- 
fence Minister Juan Ponce Enrile; who 
was chairman of both the bank and Un- 
icom. But Cojuangco has since moved 
closer to the group aro melda Marcos 
and also military chief of staff Gen. Fabian 
er. This has resulted: ertain distanc- 
ig of himself from En 
| Tee pasen the world’s largest ex- 
oducts, but until re- 
IS me face of 























vie 



















































South Asia = Troan. narco- 
ope young people i is mer dune at 









he fi bdo are € in the 1983 
ual report of the UN's International 
ircotics Control Board, which con- 
cluded that globally “the menace of drug 
abuse. has reached unprecedented i d 
sions.’ ' East and POR Asia remain “ 
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` [n January 1984 Cojuangco became the 
company's vice-chairman. Although esti- 
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ojuangco' Gates coup was to secure a 
are on the board of San Miguel Corp., 
the beer and fgod conglomerate, and the 
biggest quot company in the Philip- 
pines. In May 1983 Cojuangco and UCPB 
acquired a huge block-of shares from Ayala 
group head Enrique Zobel who had been 

in dispute with San Miguel s management. 


mates of his stake in San Miguel and that 
of his various other companies vary, it is 


thought that he may have become a major 


shareholder as well. Thus, with his finan- 
cial base overwhelmingly assured, 
Cojuangco is reportedly moving up in the 
political world to the extent that he is 
being discussed by analysts — quietly — as 
a possible future vice-president under the 
newly amended constitution, or even, 
eventually, as à potential president. “His 
name is being mentioned in prominent cir- 
cles," another leading Filipino 
businessman replied guardedly when 


asked about Cojuangco's political stand- | 


ing. 


— is believed to be “much higher" than 
the 30,000 registered as opium-dependent 
and the 8,000 addicted to heroin. 

In Hongkong, where a central registry 

identified some 42,000 drug addicts — 
9795 of them heroin abusers — the UN 
study noted a continuing increase among 
addicts under 21 years of age. Japan's 
most serious drug problem involves 
stimulants, mainly methamphetamines, 
an abuse problem which “is gradually 
spreading to the younger generation.’ 
It cited Thailand as having psychotropic 
abuse problems, though it gave no figures. 
In Singapore, the report added, abusers 
resort to psychotropic substances when 
heroin is in short supply. Indeed, the re- 
port said, the abuse of amphetamines, 
methaqualone, barbiturates and other 
psychotropic drugs is spreading through- 
out the region. 


n apparent upsurge in smuggling and 
clandestine laboratory activity is caus- 


as it is between the illicit supply areas in 
Southeast Asia and the Middle East, is a 

transit country for heroin. The magnitude 
of illicit traffic across India is suggest ed by 
confiscation: statistics for the first nine 
months of 1983: some 1.3 tonnes of opium 
and 92 kgs of heroin. This compares with. 
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talk of his almost dod : 
tion with retired senior military officers: nn 
as well as with some still serving.” 

Cojuangco himself has counselled 





against too much involvement in politics. 


“Although we are ina very volatile politi- 
cal situation at the moment, forgive me if] 


| do not give in to the temptation of saying 


something that will add heat to the situa- 
tion," he said in a recent address to the 





Tarlac Rotary Club. "Suffice it to say that 


in my estimation, one of our problems as a 
people is that we are too concerned with 
politics and not enough. concerned with 
subjects more important to our daily lives 
such as business and economics." 

Tarlac was also Aquino's home pro- 
vince. Interestingly, Aquino's widow is 
Cojuangco's first cousin, though a 
member of a rival branch of the Tarlac- 
based family. A former member pope 
now-defunct Philippine Congre 
Cojuangco was looked on as a politica: 
rival of Aquino in Tarlac. Now there ap- 
pear to be few obstacles to his political rise 
— if indeed he wants it. 

— RODNEY TASKER 






29 kgs of heroin in 1982 and only 9 kgst the 
year before. | 

In Pakistan's North-West Frontier Pro- 
vince, 1983 illicit opium production 
amounted to about 60 tonnes. Although 
this represents a decrease from the previ- 
ous year's crop, authorities believe the 
availability of-opium and heroin in Pakis- 
tan was augmented by supplies smuggled 
in from Afghanistan. Overall, the UN 
board reported a “vast expansion of traf- 
ficking" out of Pakistan overland via Iran 
and India, by sea from Karachi and by air- 
craft from the country’s major airports. 

Another indication of increased illegal 
activity in Pakistan was the total of 
clandestine heroin laboratories put out. 
action by “more vigorous enforcement” in 
the country's tribal areas in late 1982 and 
early 1983. Law enforcement efforts. also 
are credited with disrupting the opera- 













-tions of major opiate smuggling syndicates 


in Singapore, But in Peninsular Malaysia, 
which “remains a focus of trafficking and 
abuse,” criminal syndicates have begun to 


smuggle heroin across the South China 


Sea to the East Malaysian states, which 
are then used as transit points. 

In what-the board called “a highly signi- 
ficant development towards the universal- 
ity of the international drug-control sys- 
tem,” China, though not a signatory, ag- 
reed to increase collaboration under the 
1961 and 1971 convention: relating, re- 


` spectively, to the control of narcotic drugs 


and psychotropic substances, Peking has 
agreed to voluntarily provide "atleast part 
of the information" required under the 
treaties. At the same time, the UN report 
said, China is. studying. the conventions 
à with a view to the po sibility of acceding 
to them." | ; 






. Now, Bell Helicopter is 16,394 kilometers closer. 


Bell Helicopter has come to Asia to No matter where you are —in Asia, Bell 
“serve you better than ever! Its new arm, has brought its Ft. Worth, Texas experience 
Bell Helicopter Asia (Pte.) Ltd., continues and high technology closer to support your 
the tradition of superior support for the ^ ^ transportation requirements. 
world's most popular helicopter line. It For more information, write to 
expands the largest marketing and customer William J Maddox, Jv, Managing Director 
support network now backing the worldwide . Bell Helicopter Asia (Pte ) Lid, 
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5 million flight hours annually and with | Telephone: 4749655 Telex: 39085 
more helicopters working in Asia than all 
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ng: Reagan with Mahathir in Washington: no additional support. 


Hanoi's MIA bait 


The US wants to know what happened to its men missing in 
action, but it does not want to know anything else 


By Nayan Chanda 

Washington: Although Hanoi does not 
hope to achieve normalisation of relations 
with the United States, it obviously would 
like to draw out Washington by dangling 
the hope of some action in a matter that is 
close to the heart of President Ronald 
Reagan — the Americans missing in ac- 
tion (MIA) in Indochina. Reagan's suc- 
cess in obtaining remains of Americans 
killed in the Vietnam War and greater ac- 
counting from Vietnam could prove a plus 
point in à presidential election year. 

In a speech last year, Reagan said that 
resolution of the question of some 2,500 
MIAs was “the highest national priority.” 
While refusing to normalise relations with 
Hanoi until it withdraws from Cambodia, 
the administration has sought regular con- 
tact and cooperation with Vietnam on this 
question. 

Government analysts are divided as to 
the significance of the recent offer from 
the foreign ministers of Vietnam, Cam- 
bodia and Laos to cooperate with the US 
in resolving the MIAs question, but most 
seem to agree that the proposal is timed 
with an eye to the election. The com- 
munique, issued on 29 January at the con- 
clusion of the foreign ministers! eighth 
conference in Vientiane, said that out of 
friendship for the American people and 
humanitarianism and sympathies with the 
American people's aspirations, the three 
countries *will supply one another with 
the necessary information on Americans 
missing in the war in Laos, Vietnam and 
Cambodia." 

The communique added: “Should the 
US Government have a cooperative at- 
titude and renounce its hostile policy to- 


wards the three Indochinese countries, 
the latter would be ready, within the capa- 
city of each country, to cooperate with the 
US Government in this matter.” 

Some US analysts see the inclusion of 
the MIA issue in the Indochinese com- 
munique — for the first time — as a hard- 
ening of the Vietnamese position on the 
question. Hanoi probably views with dis- 
favour the recent improvement in Lao-US 
relations and Lao cooperation in arrang- 
ing a crash-site inspection by a US team 
looking for US airmen lost during the war. 

By linking the resolution of the MIAs 
question to US relations with the whole 
Indochina bloc, they argue, Hanoi is seek- 
ing a political price for further coopera- 
tion by any Indochinese countries. But 
another interpretation of the com- 
munique is that it is a Vietnamese en- 
dorsement of the increasing Lao coopera- 
tion with the US. The Lao model could be 
followed by the other two, they think, if 
the US adopts a friendly posture. 

Washington, which maintains an em- 
bassy in Vientiane, gave emergency medi- 
cal assistance to Laos and recently voted 
in favour for the first time since 1975 of an 
Asian Development Bank loan to Laos. 


t is not known whether the Heng Samrin 

government in Cambodia has any in- 
formation about the 82 Americans (in- 
cluding seven journalists) missing there, 
but talking recently to American visitors, 
Cambodian Foreign Minister Hun Sen of- 
fered the cooperation of his government 
in resolving the issue. 

While this is clearly seen as a ploy to es- 
tablish contact with the US, the Reagan 





administra ion would find it hard to refuse 
to deal indirectly with Phnom Penh if in- 
deed it has something to offer on the mat- 
ter. China, always suspicious of Vietnam, 
is known to view with disfavour the US 
eagerness to deal with Hanoi on the issue. 

Asean diplomats too are concerned that 
US interest in Indochina is being narrowly 
focused on the MIAs and the Orderly De- 
parture Programme for Vietnamese rela- 
tives of refugees coming to the US. De- 
spite Asean prodding, Washington has de- 
clined to take a more active role in resolv- 
ing the Cambodia deadlock or to take any 
initiative. 

According to well-placed diplomatic 
sources, during his visit here in January, 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad failed to secure addi- 
tional US support for the Cambodian re- 
sistance coalition. While Reagan praised 
Asean efforts to relieve Cambodian suf- 
fering and offered US help in any way it 
can in solving the problem of refugees, he 
was totally unresponsive to Mahathir's 
call for more active US support for the 
non-communist partners in the Der 
cratic Kampuchea coalition, particul: _ 
the group led by Prince Norodom 
Sihanouk. 

State Department officials argue that a 
deeper US involvement in the Cambodia 
problem would make an eventual political 
solution much more difficult. One highly 
placed State Department source said the 
select committee on intelligence — a con- 
gressional watchdog on covert operations 
— had in fact twice rejected administra- 
tion proposals for clandestine support to 
the resistance. No overt assistance to the 
Cambodian resistance is possible without 
passing it in the foreign-aid bill in the US 
Congress, officials explain. 

Principal opposition to the idea of US 
military assistance to the coalition re- 
sistance forces, sources say, comes from 
the CIA which considers Cambodia virtu- 
ally lost. 

CIA analysts reportedly believe that the 
non-communist resistance is not viable 
and any US military involvement woi 
lead it down a slippery slope. This view 
contested by a section of the intelligence 
community which believes that arming the 
non-communist Khmer factions is the only 
way of eventually removing the Khmer 
Rouge from the scene. US military assist- 
ance with such a limited objective — 
rather than the military defeat of the Viet- 
namese — they argue. would not lead to 
another Vietnam-type quagmire 

“All these arguments," said à well- 
placed source, *are academic because the 
bottom line is that nobody is interested in 
Indochina, nobody wants to hear the word 
Vietnam. Nobody is going to court trouble 
with China by taking an active role in 
Cambodia." 

The fact that Cambodia keeps China 
and Vietnam — and thus China and the 
Soviet Union — at each other's throats is a 
strategic plus for the US. Neither wooing 
by Vietnam, nor badgering by Asean is 
likely to shake Washington from its cur- 
rent policy of benign neglect towards In- 
dochina. g 
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By David Bonavia 

Peking: The fierce internal debate about 
the history of the Chinese Revolution has 
taken a new turn with discussion of the 
correctness of the late chairman Mao 
Zedong's re-evaluation of Marxist theory 
to put the focus of revolutionary action on 
the countryside, not the cities. This is a 
highly explosive topic, since it was the late 
marshal Lin Biao who publicly propound- 
ed the theory of the global countryside 
swamping the "cities" which were inha- 
bited by capitalists, the bourgeoisie and 
other oppressors of the masses. 

The party theoretical journal Red Flag 
— always a stronghold of Maoist conser- 
vatism — has grudgingly conceded that 
elder statesman Deng Xiaoping is a fol- 
lower of Mao's ideas on the importance of 
the peasantry in national revolution. But 
by implication it challenged some of his 
most important ideas about the nature of 
political change. 

For months past it has been obvious that 
Red Flag has refused to go along whole- 
heartedly with Deng's policies of de- 
Maoisation. With obstinate tedium the 
journal — once regarded as a key organ of 
the party politburo — has obfuscated all 
important issues in a fog of verbiage and 
ambiguity. It clings to the middle ground 
in the continuing struggle between Deng's 
progressive social and economic theorists, 
and the so-called radical conservatives 
such as President Li Xiannian and numer- 
ous top army commanders committed to 
veneration of Mao and his works. 

Deng and his followers have pursued a 
policy of letting Red Flag bore itself and 
its readers to death. When they want to 
make important policy statements, they 
do it through other organs. However the 
traditional prestige of the journal has to be 
taken into account in drawing up the 
balance of forces in Peking today. In the 
mid-1970s it supported Deng against the 
opposition of leftist political journals 
which mushroomed around the country, 
especially the Shanghai-based Study and 
Criticism, which is now defunct. 

In more recent times, Red Flag has be- 
come the organ for the “old fogey” faction 
— people who detested Mao's widow 
Jiang Oing, now serving a term of life im- 
prisonment, but supported Mao's puritan- 
ical and Sinocentric ideas for the Chinese 
Revolution. Such people gave Deng much 
trouble during his bid to root out leftism 
from the communist party, a move by no 
means yet accomplished. 

Red Flag's latest attempt to reconcile 
Dengism with Maoism — or vice versa — 
takes the form of a typically long and re- 
petitive article headlined: “On the path of 


_ seizing state power by armed force- with 


Chinese characteristics." Purportedly 


he ashes of 


Red Flag, now increasingly seen ada maver 
looks to the past in a bid to justify Mao's poll 





published in commemoration of the 90th 
anniversary of Mao's birth, the article 
revived a theme not common in current 
Chinese political theory: the justification 
of Mao's policy of basing the revolution in 
the rural areas rather than in the cities. 
This was perhaps the single most impor- 
tant point of disagreement between Mao 
and the Moscow-trained Chinese re- 
volutionaries during the Jiangxi Soviet 
period in the late 1920s and early 1930s. 
With a degree of forthrightness not 
often encountered in modern Chinese 
polemics, the Red Flag article — which 
bore the signature Miao Chuhuang — also 


Mao during anti-Japanese war: cooperation is not new. 





said the Chinese Revolution succeeded in 
skipping the phase of “bourgeois dictator- 
ship" which was gone through by all the 
European socialist countries. It went, in- 
stead, straight into the early period of con- 
structing socialism. This is, of course, 
completely untrue. 


he Chinese Communist Party (CCP) 
went through two periods of coopera- 
tion with the Kuomintang (KMT), which 
was the party of bourgeois dictatorship 
par excellence — in the early 1920s and 
during the anti-Japanese war. Indeed, the 
communists have been vigorously propos- 
ing a third period of cooperation with the 
KMT, which rules in Taipei, as the best 
solution to the Taiwan problem. 
The journal tries to make the point that 























hot sh Mao's re olution w : 

countryside, it was the “proletariat” tha 
exercised leadership over the peasantry. 
The fact is that the CCP was founded by 
frustrated intellectuals, not by proleta- 
rians (industrial workers) or poor pea- 
sants (REVIEW, 9 Feb.). 

What is the point of all this raking 
around in the ashes of history? It appears 
to be mainly concerned with restoring 
Mao's prestige as a great and original re- 
volutionary thinker, following a period 
during which the official media have been 
taking the line that he was seriously in 
error for the last two decades of his career 
and did China enormous harm in the pro- 
cess. A recent laudatory film about Mao's 
life goes no further than 1957. 

Deng and his supporters are perfectly 
willing to let Mao take credit for the early 
period of the revolution before the “con- 
struction of socialism." They are even pre- 
pared to draw something of a veil over his 
frantic megalomania, which resulted in 
the Cultural Revolution of the 1960s and 
1970s. But they do insist on the need to 
analyse his mistakes in or¢ 
to prevent them from recurri 
in some future upsurge of 
leftism. 

It is not politically respecta- 
ble nowadays to defend Mao's 
actions from 1957 on. The 
closest his admirers can get to 
pushing his line again is to ap- 
pear to be discussing the early 
revolutionary struggle in which 
his merits are not seriously chal- 
lenged. Normally, however, 
such tempered respect for Mao 
is wrapped up in praise of the 
theoretical writings of Deng, 
which are officially called “must 
reading" for the current phase 
of the political conflict. 

The recent theoretical article 
in Red Flag devotes only a short 
paragraph to. Deng and his 
ideas, in which he is quoted as 
saying Mao's strategy in the civil 
war should be taken as a moc 
for the strategy of econom 
construction in peacetime. This 
is coming suspiciously close to 
saying Deng' theories are 
derivative and not very impor- 
tant. 

Meanwhile, Mao's favourite military 
formation, *the Good 8th Company on 
Nanjing Road," in Shanghai, has been 
openly ridiculed for its leftist excesses in 
the Cultural Revolution. Gen. Yang 
Shangkun, permanent vice-chairman of 
the Central Military Commission, paid the 
"Good 8th" a visit recently and they had a 
laugh together about things that went on 
in those days, according to the official Pe- 
king-based People's Daily. 

"There was a unit which made up a slo- 
gan condemning the use of mirrors, so the 
troops wrapped up all the mirrors in their 
barracks in brown paper and put them 
away," the People's Daily said. “At this, 
Yang laughed uproariously and said: 
"When we go out, we ought to look smart, 
so we can't do without mirrors'." : Uu 
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gne "and Aenea 
nan unfortunate legacy of the 


: rious countries’ in- 

enal line-drawing. 
p by both India 
arid early 1960s 





"BO into: a major Bee abd 
ar for the possession of a few mountain 
saks, however beautiful the mountain 
aks might be . 

Fhe chances of war are now mercifully 
th edd but the Rua ab alesis could’ be 


ind s so back to Kashmir. Ladakh was 
Lof the territories of the Maharajah of 
ihmir, having been conquered by the 
às in 1834. In 1947, largely because 
“the -vacillation of the then maharajah, 
óminion was split in two by India and 
tan, and resolution of the Kashmir 
blem appears to be as far away as ever 
sin the dark days of partition. 

ie Ladakh area is divided by the line 
: trol between. the areas of Kashmir 
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F The 1962 announcement stated: 


a negotiations have been | 






the subject at an unrelated UN meeting in 
February of that year and India, in a mood 
of either cold calculation (suspected by 
Pakistan), or in genuine indignation, took 
umbrage about the airing of the Kashmir 
dispute in an international forum to the - 
extent of "postponing" the agreed meet- 
ing. | 
However, despite this, some cautious _ 
negotiations did take place later in the `- 
year, culminating in the "overflight" — 
meeting between Indian Prime Minister 
Indira Gandhi and Pakistani President . 
Zia-ul Haq in November. Although | 
the two leaders had met at the time of 
Zimbabwe's independence . ceremonies, - 
this was the first occasion on which the 
heads of parmis OF th countries. ha 


nd Hunza —- to-the. vexation of India, 
mhich avers that Pakistan had no right to 
nvolve itself in determining control of an 
area that is in dispute between them. 

"The 
two sides have further agreed that, after 
the settlement of the dispute over 
Kashmir : by: India and Pakistan, the 
sovereign. authorities concerned should 
‘reopen negotiations with the Chinese 
Government regarding the boundary of 
Kashmir . . .” As India has unilaterally de- 


clared its part of Kashmir to be a State of 
the Union, New Delhi-contends bilateral 
negotiations with China are entirely legal, 

and does not accept that Pakistan should 
be a party to asettlement. The whole situ- 
ation would provide lifetime employment 
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Gandhi the 
minister the a 


tained the seeds of even more 
prospective dissent about Kash- 
mir. 

India's real or simulated hortor 
at Pakistan's mentioning Kashmir | 
in international forums is based on © 
a somewhat subjective interpreta- 
tion of the Simla agreement, . 
which was signed at a time of dif- 
-ficult circumstances for Pakistan. © ~ 
"fhe meeting had all but collapsed 
When the signing was announced, 
“anid it is evident now that Bhutto’ 2 
i accepted less than suitable terms, © 
in his anxiety to come.to some sort - 
‘of concordat. Simla prepared the 
eet for the return to Sar Hale 




















for a legion of international lawyers, and it | 
is as well that the negotiations are indeed 
bilateral — but the Indo-Pakistani dis- 
agreement about Kashmir is a different 
matter altogether. 

Early in 1982 it was hoped that India 
and Pakistan were'set on a course to re- 
conciliation. Despite various spy scandals 
and diplomatic pinpricks, their foreign 
ministers had met and agreed to continue 
talks on the ^no-war" pact. And though 
Kashmir was not to be an agenda item, 
there was a kindling of optimism about the 
possibility of resolution in the longer 
term. 

Paradoxically, it was because of 
Kashmir that India cancelled arrange- 
| ments for the talks — Pakistan had raised 





less prétàtite t to aaea the victor 
the 1971 war. 


Karachi in 1949 i$ eT i detailing 
responsibilities of the UN, and in all ao 
sequent negotiations about Kashmir the: 
involvement of the UN was accepted by- 
Pakistan and (albeit with ill grace) by — 
India. The Simla agreement does not re- 
fute that of Karachi, and there is not even 

a mention of the latter in the text. But. 
there is a clause reading: "The two coun- - 
tries are resolved to settle their differences - 
by peaceful means through bilateral 
negotiations . . ." This is interpreted by 
India as excluding the UN (and, thus, the 
UN mission that is still in Kashmir) from . 
any deliberations about the dispute - de-- 

ite the ensuing phrase, “ 
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| The author, a semor military officer, wishes to remain 
a anonymous as he is still a serving soldier. He spent 
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i some time in the Subcontinent with the United Na- 
; tions Military M Mission, . 
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on President Ronald Reagan’s confirma- 
tion of the: foregone conclusion that he 
would run again. It was with a sinking 
feeling that I realised we had already had 
six months or more of electioneering and 


| face another 10 months of it, with end- 


|. less columns of newsprint and hours of 
- TV time being devoted to the incredibly 
wasteful and ove 
— again all d 
conclusion, € 
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ny ways, "US politics is is more dif- 
ficult to come to terms with than the poli- 
cs of China. Here we have a president 




















oreign policy has been unimpressive, to 
- say the least. et it is generally ag- 
iur reed that his re-election will be a “shoo- 
.p in." Just before he ordered the US 
| Marinesout of Beirut onto the patrolling 
warships, Reagan, announcing his 
candidacy, was able to claim that 

"America is standing tall again" without 

occasioning general merriment. The free 

American media seem most impressed 

with Reagan's skills as à communicator: 

in general they treat Reagan as feve- 
rently as any “guided press" in less 
democratic lands. 

e ANOTHER subject for the press 
pundits was the 1983 year-end economic 
Statistics which were just becoming 

available. All the cheerful figures were 
| unquestioningly regurgitated 
| loans, more investr 

more housir 
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the year had worked at ne 
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| vestment, low growth failing a 
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tax revenues and these"Revenues fail 
to meet intractable publ spending. S 
cially and politically courageous cuts il 
public spending are hardly likely. espe 






cally in an election year. So the onh 
| Option is to wind up the money suppl 


again, get revenues moving and allow in 





there is a magic way out. 





such reflation (we can fi 
sense about Reagan being a wan 


sian” through his deficit spending — that. 


was an accident), we face anothér lorg 
period of stagnation or, worse, angther 
plunge into recession. ^ 

Inflation is undesirable, of course — 
but monetarism is not an imaginative 
new way out of a perennial problem 
(how to finance growth without infla- 
tion); it is simply a new buzz-word for 
old-fashioned deflation. 
e ONCE the markets begin to realise 
that Reagan's magic is myth, the dollar is 
likely to take a hammering. A cheaper 
dollar will offer some hope that US ex- 
ports will become more competitive and 
so reduce the staggering current-account 
deficit (not to. be confused with the 
budgetary shortfall, of course) and thus 
increase corporate profits — and so tax 
revenues. But that turnround will take 
some time — and the interim promises to 
be painful. | 
e THE sharper-eyed. among our read- 


‘| ers may have noticed a minor change in 


e REVIEW's house style for recording 
tes: instead of writing February 16, 
84 (or Feb. 16, '84), we are putting the 
te first. This seems to me to be more 
gical, progressing from the smallest 


ep unit of time through to the largest, 
- j though not all my colleagues agree. 


1t was pointed out that a reference to 


e "the “30 October riots” could mean not 





@ THE eg o MN deficit of 
US$180 billion, racked up by a president 
elected on promises to cut federal spend- 
ing. and “balance the budget, is rarely 

tioned as anything more menacing 


than a cloud « on ‘the horizon. Few com- | 


The Reven Mas e greeted US claims 
of a sustainable ef cón 
proper cynicism, B 






\nthony s Rowley s article 
The upturn's downside, REVIEW, 4 Aug. 
[| 783). As Rowley still argues. today, the 
| budget deficit is a Tesult not only of 
Reagan c ta 





the cuts im- 





e e" infla- | 


only that riots took place on that day but 


that 30 riots took place during the month 
of October. But that seemed to me to be 


| a minor objection — and I am glad that 


most of the computer programmes that ] 
have seen adopt the day/month/year 
principle. 

Americans in particular seem wedded 
to the. month/day/year formula and this 
can lead to bad misunderstandings. I re- 
member some years ago being asked to 
contribute an item to an encyclopaedia 
and to supply the material by “11/9/74.” I 
despatched it on 10 September with a 
note apologising for running so close to 
the deadline, only to receive a polite 
note of acknowledgment saying that the 
publishers had wanted the piece by 9 
November. That one worked out well, 
but such misunderstandings could lead 
to tragedy. 
€ THE International Institute for Envi- 








































bank was Tün vy 
retary Robert McNdTIT 
We have just received T 
1984 HED Newsletter in whi 
states: "It is vital that we press on 
bringing economic benefits to the very 
poor." The newsletter was accompanied 
by a belated Christmas card featuring : 
Earthscan photograph of a poor Egyptian 
peasant leading a donkey cart on which 
his wife and child are sitting. l 
I feel that Clark’s appeal i for support | 
for HED would have been more effec- 
tive had he not included his two private 
addresses on the card: The Mill 
Cuxham, Oxford, and K5, Albany, Pic- 
cadilly, London W1. The Albany i is argu- 
ably London's most prestigious address; 
another resident of the exclusive set of 
gentlemen' s apartments is former | prime 
minister Edward Heath, a late con 
vert to the idea that the rich Nort 
should transfer massive resources to tl 
poor South. It is nice to know that these 
two bachelor gentlemen are supporting 
the cause of the world's poor from. 
cumstances of great physical cot fort. 
e REVIEWING two books on | 
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(REVIEW, 16 Feb. ). Donal 
ed the days when i ignorance n 
reached such a pomi that at opeet int 













8 E iu growing critic | 
US military chain of command which 

sulted in 28 navy jets being d patched 
against Syrian artillery and ant 
Pappe in nap and 39 then: in two of 
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-Pakistani-occupi . Kashmir. (Azad 
Kashmir): would ‘send three observers, 
from Gilgit, Hunza and Skardu, to the 

; deral Advisory Council, the 
is-i-Shoora, to attend its meetings in 
1abad. India, already resentful of the 
hat the Kashmir issue had been 
‘raised in Geneva by Pakistan, was vocifer- 
ous:in condemning Zia's decision (to the 
extent of producing one of the quickest 
white papers in history), but was given the 
bland (and, some suspect, rather tongue- 
in-cheek) rejoinder that the three areas 
“do not form part of the disputed [terri- 
tory]. .. and are part ofthe northern areas 
of Pakistan. ? | 

















































position on this is somewhat 
ause of itsincorporation of In- 
shmir in the union, but it 
an might be moving to- 
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the expense of much- needed develop- 
t plans in both countries (for few-citi- 
of few countries could comment on 
| aspect without, correctly, being ac- 
! ambag í one can still D 


ie motives and aspi- 
3ut India cannot seri- 

ikistan would go to war 
agat with ds interition of. conquering 
- Kashmir, no matter the. degree of provo- 


cation. that might be offered. The most- 


cursory glance at the. International Insti- 


tute for Strategic Studies’ The Military 


Balance figures will: show that- India's 


forces are terrifyingly large and that Pakis- 


- no matter how. brave and compe- 


‘fa 
oe soldiers. may be — could not possi- 
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rting to brutish violation of another na- 
tidn's sovereignty, no matter what prece- 
ddnts have recently been set by greater 
^wers. 

Certainly there are external considera- 
tions: Pakistan's problems to the west are 
patently obvious, and India must maintain 
a military capability sufficient to deter 
possible (if unlikely) Chinese adven- 
turism. But the main reason for the Sub- 
continents armouries is simply the 
Kashmir problem. And resolution of that 
problem could — one fervently hopes — 
deflect the staggering amount of arms- 
purchase money into other and more satis- 
fying channels. 

The line of control has existed, in one 
form or another, for 36 years. No matter 
its legality, its undesirability or its military 
connotations, it has become a de facto 
frontier. It is high time that it became a 
border. 

Apart from the hotheads on both sides 
— and those elements inside and outside 
the countries who revel in the oppor- 
tunities for mischief-making which dis- 
putes of this nature provide in abundance 
— the line of control is accepted as a fact 
of life by the inhabitants of the occupied 
areas. Given goodwill and political skill on 
the part of Mrs Gandhi and Zia, there is 
little doubt that declaration of the line as 
an extension of the international border 
would be welcomed by their citizens. The 


6The time for rudeness is over and 
the time for a Kashmir settlement 
is overdue.’ 


benefits would be enormous in local, na- 
tional and international terms. A settle- 
ment would be greeted with satisfaction 
by the world — or most of the world — if 
only because it would demonstrate that 
disputes can be settled without recourse to 
barbarity. 

India and Pakistan have shown in the 
past that their differences can be solved in 
a civilised manner. The agreements about 
the sharing of the Punjab waters and in the 
territorial wrangle over the Rann of Kutch 
(the low-lying area on the western Indo- 
Pakistan border) are glowing examples of 
this. And now that India and China have 
begun to talk sensibly about territorial 
claims, there could hardly be a better time 
for similar negotiations, even on a tripar- 
tite basis, on the Kashmir question. 

Certainly there have been intemperate 
statements by Mrs Gandhi and Zia con- 
cerning their respective internal national 
problems. India’s awkward stance in re- 
gard to Afghanistan, because of the de- 
gree of allegiance demanded by the Soviet 
Union, is also a divisive factor, but all the 
more reason for the leaders to meet and 
place their cards on the table. It is always 
more difficult to be rude face-to-face than 
it is in the supportive atmosphere of a na- 
tional press conference or parliament. 
The time for rudeness (if it was ever appo- 
site, which is doubtful) is over, and the 
time for a Kashmir settlement is overdue. 
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Zia with Mrs Gandhi: progress takes a battering. 
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Murdered hopes 


The killing of an Indian diplomat in Britain is a severe 
setback to chances of reconciliation with Pakistan 


By Mohan Ram 


New Delhi: Chances of making progress 
in the dialogue between India and Pakis- 
tan — aimed at easing tension — have 
taken a battering with the murder of an In- 
dian diplomat in Britain (REVIEW, 16 
Feb.), the execution of a Kashmir 
separatist and bellicose rumblings from 
Indian leaders. The sudden violence algo 
has an Indian domestic angle, with Prime 


Minister Indira Gandhi's central govern 
ment already using as one of its weapons ` 


against the opposition-run government of 
Jammu and Kashmir charges that it is 
“soft” on secessionists. 

Nothing has come to light to suggest any 
Pakistani complicity in the murder, by the 
hitherto unheard-of Kashmir Liberation 
Army, of junior Indian diplomat 
Ravindra Mhatre in Britain. The Pakistani 
Embassy in London denounced the mur- 
der of Mhatre, India’s assistant high com- 
missioner in Birmingham, as a violation of 
diplomatic norms. But New Delhi is in- 
clined to see it as part of a larger anti-In- 
dian plan and takes a serious view of the 
covert and overt support it thinks 
Kashmiri secessionists and terrorists are 
getting from an unnamed quarter. Indo- 
Pakistani relations had already struck a 
bad patch before the Mhatre murder, with 
diplomatic exchanges turning shrill after 
what looked like a hopeful new start to the 
stalled dialogue. 

The dormant 10-month-old Joint Com- 
mission on Bilateral Cooperation and its 
sub-commissions had been activated early 
in January this year, holding out hope that 
the two countries might finally get round 
to discussing Pakistan’s proposal for a 


non-war pact and India’s counter-propo- 
sal of a peace and friendship treaty. But 
soon afterwards, two Indian domestic ser- 
vants attached to an Indian diplomat in Is- 
lamabad disappeared mysteriously and re- 
surfaced in New Delhi, just as mysteri- 
ously, with no explanation by India, which 
had lodged a protest about the disappear- 
ance. 

Then came the expulsion from Pakistan 
of two Indian Airlines officials for alleged 
complicity in the illegal departure of the 


two. India retaliated by expelling two e1 


ployees of Pakistan International Airlin 
from New Delhi for “undesirable ac- 
tivities.” Meanwhile, following the arrest 
of a dozen military officers in Lahore for 
alleged trafficking in arms, the Pakistani 
press has been suggesting India was be- 
hind their activities. 

Compounding the crisis of confidence 
in relations was Pakistan’s President Zia- 
ul Haq's statement that Pakistan had not 
forgotten the Kashmir dispute (which has 
been a constant source of tension and 
sometimes outright hostility between the 
two neighbours since 1947) and Mrs Gan- 
dhi’s son Rajiv’s statements about an al- 
leged Pakistani military build-up along the 
Kashmir border and his forecast of an im- 
pending attack within a year. 

In such a charged atmosphere, it was 
hardly surprising that Information and 
Broadcasting Minister H. K. L. Bhagat 
called off his planned visit to Pakistan. 
Pakistani Foreign Secretary Niaz Naik is 
due to visit New Delhi this month for offi- 
cial-level talks on South Asian economic 
cooperation, though it is highly unlikely 
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nationwide public-opinion 
poll shows strong support 
for a no-war pact with India 











Islamabad: There is strong support in 
Pakistan for a no-war pact with India, ac- 
cording to a nationwide public-opinion 
poll conducted recently by the Pakistan 
Institute of Public Opinion (PIPO), a 
non-government survey-research organi- 
sation. The poll also reveals that most 
Pakistanis do not fear war with India in 
the near future but believe that if the two 
neighbours confront each other, India will 
not hesitate to use nuclear weapons. 

PIPO has conducted similar public- 
opinion polls since 1980, though their 
findings were not published. The findings 
of the latest poll are based on personal 
household interviews with 1,500 adults, 18 
and over, carried out in 160 selected 
localities across the country, in both urban 
and rural areas. 

Since polling began in 1980, support for 
a no-war pact has stabilised while opposi- 
tion has declined. At the end of 1983, 54% 
of Pakistanis supported a no-war agree- 
ment with India, 18% opposed it, and 
28% gave no opinion on the subject. This 
compares with 50% supporting and 31% 
opposing such a pact when President Zia- 
ul Haq first put it forward in 1980. Since 
1980, support has been more or less con- 
sistent at more than 50%. i 

Popular support for a no-war agree- 


ment in Pakistan is apparently related to 


the Soviet occupation of Afghanistan and 


fears among Pakistanis about a Soviet in- 








Soviet checkpoint in Kabul: invasion fears. ™ 








vasion of their country. But, while sup- 
port for a pact is widespread, India is still 
perceived as not having become recon- 
ciled to Pakistan's independent identity. 
Asked whether they considered war with 
India likely in the near future, only 19% 
those polled said yes, while others eith 
discounted such a threat or expressed no 
opinion. However, 42% said they believe 
India would not hesitate to use nuclear 
weapons against Pakistan if war broke 
out, whereas only 13% said they did not 
feel threatened by India's alleged nuclear 
capability. 

A comparable survey conducted by Cal- 
cutta's Sunday magazine two years ago, 
showed 41% of those polled in Indian 
cities considered use of nuclear weapons 
by Pakistan likely in case of war, though 
85% said they did not want war with 
Pakistan. - 

In other matters, the PIPO survey 
found most Pakistanis favoured non- 
alignment; felt seriously threatened by the 
Soviet Urion, and did not consider the 
United States a reliable ally. 

— HUSAIN HAQQANI 





he will discuss with his Indian counterpart 


anything of significance to improve UM 


eral relations. 

The Mhatre killing and the execution of 
the Kashmir separatist, convicted terrorist 
Maqbool Butt, will also exacerbate do- 
mestic tensions. Mrs Gandhi's Congress 
party has been campaigning for the dis- 
missal of the National Conference Party of 
Jammu and Kashmir, headed by Farooq 
Abdullah, whom it accuses of failing to 
curb alleged secessionist and anti-national 
activities in his state. The Kashmir Libera- 
tion Army's demand when it kidnapped 
Mhatre was the release of Butt, a founder 
of the Jammu and Kashmir Liberation 
Front, active on both the Indian and 
Pakistani sides of Kashmir as well as 
abroad. So the murder was linked to the 
Liberation Front, and Abdullah was ac- 
cused of links with the front and encourag- 
ing the terrorist outrage by his policy of 
"befriending" the communal and seces- 
sionist elements in his state. 

Butt had been sentenced to death in 
1968 for killing a police officer, but had 
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eluded the gallows, escaping to the Paki 
'tani-administered area of Kashmir. H 
was recaptured eight years later when he 
returnéd:to commit a bank robbery, kil- 
ling án official. He was sentenced to death 
for à sécónd time, but appealed to the In- 
dian president for clemency four years 
ago. His plea was rejected on 9 February 
immediately after the Mhatre killing, and 
the Supreme Court rejected an appeal by 
him the following day. He was executed 
on 11 February in New Delhi amid pro- 
tests in Jammu and Kashmir, though more 
than 400 secessionists had been detained 
there as a precautionary measure. There 
were demonstrations in Pakistan, and the 
Indian Consulate and the Indian Airlines 
office in Karachi were attacked on the day 
of the execution. 

Butt is reported to have told his lawyer 
he believed he was being executed in re- 
taliation for what had happened in Bri- 
tain. Be that as it may, there was no doubt- 
ing the speed with which his four-year-old 
mercy plea was rejected and the execution 
carried out. 
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Pet oS at re vi as i: | NS aa a Tet ^. yiia d ! pec ni deig Pathom ^ ong | 
A no-wi n yud nl a r back to 4th Army headquarters in Nakhon 

Si Thammarat — a puzzling move given 

uiu ^ that many people knew he was staying at * 

A former aide of Gen. Harn Linanond finds himself . | his parents' suburban Bangkok home and 
caught in the middle of a high-level political struggle ( l uerbo mee 
Y tion was to resign voluntarily from the 

By Rodney Tasker army, but his resignation was not accepted 


Bangkok: The saga of Maj. Pathompong | Undersecretary for Defence Gen. Cham- | because he was still under investigation 
Kaesornsook is hardly a cause célèbre, but | narn Nilviset. Shortly afterwards Harn ar- | for taking part in the Mahidol panel dis- 
military observers view it as an interesting | ranged for Pathompong to take over as | cussion without authorisation. Now, with — 
aspect of what they perceive to be political | secretary to his senate-appointed Dark In- | his transfer order to Bangkok revoked by 
infighting between supreme commander | fluences Committee, a body established | Paniang and facing trial for violating mili- — 
and army commander Gen. Arthit Kam- | last August to investigate : tary discipline, he is back in - 
lang-ek and former 4th Army Region | influence-peddling, extor- his former position as | 
commander Gen. Harn Linanond. Given | tion and other criminal deputy commander of the - 
that Arthit is one of the most powerful fig- | activities in both the 4th. Battalion of the 
ures in Thailand today and that Harn has | bureaucracy and the private Haadyai-based Sth Regi- 
strong political ambitions which he may | sector. ment. É, 
pursue when he retires at the end of the However, Pathompong’s But Pathompong remains — 
year, the troubles of a relatively junior of- | stay in Bangkok was. brief remarkably defiant. In early — 
ficer assume much more significance than | because in December he January, at the height ofthe 
they deserve on the surface. found himself in trouble yet controversy, he married 
Pathompong, 36, was a key aide to | again. Although, according Democrat Party MP 
darn during the general’s two-year term | to documentation, the Supatra Masdit in her 
-a$ commander of the southern-based 4th | major's transfer to the De- hometown of Nakhon Si 
Army. It is known he acted as something | fence Ministry was signed Thammarat. One of Thai- - 
of a political liaison officer for his boss, | by Air Chief Marshal lands more outspoken 
particularly with the Democrat and Social | Paniang Kantarat, in his capacity as de- | MPs, Supatra is well known for her liberal — 
Action parties, before Harn was transfer- | puty defence minister, and endorsed by | views. She also belongs to a party with. 
red to the Supreme Command last Oc- | Chamnarn, the 4th Army prepared a dis- | which both Harn and Pathompong came 


Pathompong: under fire. 


tober and later to an inactive post in the | missal order against him for desertion, | into close contact in the south. | 
Defence Ministry. claiming his transfer papers had not been It is widely believed that Arthit hada 


The four-star general had privately har- | officially distributed. hand in the Pathompong affair and that he 


boured ambitions of becoming army chief 

of staff in his final year, and the manner in = 
Australia. 

For private 





which he was shunted into a siding after 
what was considered to be a successful 
tour in the south raised a great deal of con- 
troversy in the Thai press. 
Harn, a classmate of Arthit at the Army 

Preparatory School, first crossed:swords 
with the younger general during the.con- |. 
stitutional debate in early 1983 (REVIEW, |b: 
31 Mar. '83). Outspoken comments he has. |. 
made since — and particularly in the 
period since he was moved to Bangkok — T 
"iave only served to widen the rift between 

he two and raise speculation over where it 
may all be leading. : 

Pathompong's troubles began when 

Harn gave him written permission. to, talk 

at a seminar on the long-debated Kra 
Canal, an ambitious project to cut a water- 
way across the southern Thai panhandle 
and link the Andaman Sea with the Gulf 
of Thailand. Pathompong took part in the 
seminar, organised by the environment 
and resources studies department of 
Mahidol University, but the following 
month he found himself in hot water with 
Harn’s newly appointed successor, Lieut- 
Gen. Wanchai Chitchamnong, for breach- 
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A prime corner office redevelopment site Interested purchasers are invited to notify 
of 2,100 m? at the ‘Paris End’ of Australia’s their interest to - 


ing military regulations by delivering an most prestigious street is now for sale. Andrew Petty of Colliers International 
unauthorised lecture. Included with the sale of the property is Property Consultants, 27/F Wing On 

Pathompong was questioned by a panel an unrepeatable development permit Centre, 111 Connaught Road, Central H.K. 
of four colonels, and Wanchai later or- to construct a 23 level office tower Telephone: 5-43 1261. Telex: 65334 


providing 20,000 m? of exclusive office 
accommodation togéther with garaging 
for 118 cars. 

It is truly an outstanding property 
representing possibly the last opportunity 
to acquire and develop such a prime 
Collins Street site. — 


dered the 36-year-old major to be con- 
fined to barracks for 15 days and pro- 
bationed for one year. In November, the 
affair took a new twist when the young of- 
ficer was suddenly transferred to the De- 
` fence Ministry to serve under Permanent 
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-such a comparatively amie atl of 
cer — and the army chief had agreed that 
f Pathompong was found guilty he should 
e punished. 

Shortly after the announcement of the 
-posting order, Arthit was surrounded 
local reporters at a function and ques- 
ned about the issue. “I myself have 
ver been involved in it,” he was quoted 
saying, adding: “But desertion of his 
thompong’ s] post must carry a pen- 















ity. 
-Pathompong has told associates he has 
o doubt Arthit was behind the discipli- 
ary action against him. Like his former 
mmander Harn, he is known to be out- 
ken on political and ideological ques- 
and has told friends that he harbours 
ar lofty political ambitions. Pathom- 
g studied for a master of arts degree in 
olitical science during his four years in 
he United States up to 1980, during which 
me he also took an advanced infantry 
ourse at Fort Benning, Georgia: 






















































ow he will continue to function on the 
Dark Influences Committee as secret- 
and general troubleshooter is uncer- 
ain, mainly because his friends say he 
ceive permission from army 
to. travel to Bangkok. 
ng. is the machine, he does 
g." one committee member told 
he. EVIEW two months ago. “That’s s why 
’s the target at the moment. He repre- 
nts Harn in many, Ways. and people 
nk he's a Harn protégé." 
“senate voted to establish the com- 
: on 22 July last year after Harn ar- 
outdated and unfair laws were 
in abused by certain unscrupulous gov- 
nent officials. Although there is un- 
ubtedly every justification. for looking 
1€ issue, some critics have described 
panel as a vehicle to keep: Harn's 
ismatic image alive in preparation for 
emergence into active political life 
hisretirement. — . 
may have been for this reason that Ist 
ision commander and deputy Ist 
ly Region. commander .Maj.-Gen. 
hit Kullavanich was voted on to the 
wnittee last September. The 51-year- 
ld combat veteran and holder of his 
ountry's highest award for bravery is gen- 
ally recognised as an ally of Arthit be- 
ause of the support he has given him on 
ne constitutional question and other pub- 
€ issues. 
Harn bluntly opposed Pichit s nomina- 
, pointing out that he and two other 
pective senate appointees had voted 
gainst the formation of the committee 
even weeks earlier. While Pichit is said to 
ave put forward a number of helpful and 
astructive suggestions since he joined, 
is presence has no doubt served to dilute 
of the political. benefits Harn may 
d to gain from his brainchild. As 
as been heard of the commit- 
over the past two months... 











John McBeth 


Bangkok: While controversial Maj. 
Pathompong Kaesornsook is the central 
figure in high-level military-political in- 
trigue, the prolonged search for the body 
of his elder brother has provided an 
ironic echo from the past, tying him and 
his family to two key players on the army 
stage, who could now be regarded as 
protagonists. 

When Sqdn-Ldr Pongnarong 
Kaesornsook's F5 fighter-bomber was 
downed over the northern Thailand 
battleground of Khao Khor in June 
1976, his father, retired lieutenant-gen- 


eral Yutthasin Kaesornsook, was com- 


mander of the Nakhon Ratchasima- 
based 3rd Division. Among the senior 
officers under him was 23rd Regiment 
commander Col Arthit Kamlang-ck, now 
a four-star general and Thailand's sup- 
reme commander and army comman- 
der. 

Arthit was in the United States on 31 
January this year when Crown Prince 
Vajiralongkorn presided over a simple 
sunset ceremony to cremate the remains 
of Pongnarong, still the only F5 pilot to 
have died in combat against Communist 
Party of Thailand (CPT) guerillas. But 
among the mourners was one of Arthit's 
chief allies, Ist Division commander 
Maj.-Gen. Pichit Kullavanich, whose 
exploits in wresting Khao Khor from 
communist control ultimately led to dis- 


covery of the flyer's body five months | 
ago, finally ending the Kaesornsook.| 


family's seven-year vigil. 


Yutthasin, who last year personally in- 


terceded with Arthit on behalf of his em- 


battled son Pathompong; was the first. 
Thai officer to undergo training at the 


US Ranger School at Fort Benning, 
Georgia. Pichit, a West Point graduate 
and a veteran of both the Vietnam and 
Lao wars, was also trained at Fort Ben- 
ning before taking up his initial Thai 
army posting at.the Lopburi Special 
Warfare Centre, north of Bangkok. 

Interestingly, Yutthasin’s use of 
bulldozers in combat during his term asa 
regimental commander in Vietnam in 
the late 1960s played a significant part in 
a plan adopted by Pichit, then deputy 4th 
Division commander, that allowed gov- 
ernment forces to-overrun Khao Khor in 
January 1981 (REVIEW, 8 May '81). The 
former communist stronghold, which for 
13 years served as an important link be- 
tween guerilla forces operating in the 
northern and northeastern regions, has 
since been transformed into a pleasant 
tourist attraction. 

Pongnarong's F5 went down during a 
low-level strike west of Khao Khor, one 
of several peaks along a mountainous 
ridge that straddles the northern pro- 


f 
a officer S brother was the only | 
F5 pilot to die in combat with the CPT Be 
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| victim of an extortion plot. - 














vinces of Petchabun, Phitsanuloke and 
Loei. Air force investigators have yet to 
determine the exact reason for the crash, 
though there has been speculation that 
the 31-year-old officer may have pulled 
up the aircraft too quickly and the 250-Ib 
bomb he was dropping hit the vertical 
stabiliser and spun the jet out of control. 

The fear at the time was that the. 
fighter-bomber had been ¢ | 
shoulder-fired SAM7 missile, a:disturb- 
ing thought given the mplications it 
might have had for future air. operations. 
With the jungle canopy making it impos- 
sible to spot the wreckage from above, | 
four companies of government troops |. 
moved into the area with orders to find | 
the crash site and determine whether a 
heat- -seeking missile had downed the 
jet. 






























































"he government troops met fierce op- 

position from communist guerillas, 
and after a month of scattered and some- 
times heavy fighting the search for the 
aircraft’s wreckage’ was abandoned. 
However, Yutthasin and- his wife; 


gust 1976, the general was approached |. 
by what were purported to be CPT re- 
presentatives who claimed Pongnarong 





thasin wanted to believe them, but it- 
soon became clear he was the intended 


I was to be another oür-and-a-half p 
years. be ore Pichit's bulldozer-led drive | 
he: Khao Khor ridgeline dealt the 

low to the CPT. Soldiers sweep-. 
ugh a bamboo thicket above a 

small, stream uncovered a bunker com- |. 
plex. Inside, among other items aban- oo 
doned: he the peal ales was a aoa 









ean et ‘parachute’ 
used as. acover agai 
The new evig pointed to the pos- 
sibility th: issing pilot had indeed 
survived the crash, and Pichit called on 
Yutthasin. personally to brief him on the 
two finds. But the file on Pongnarong 
was to remain open.for a further two 
years. On 19 July last vear, a communist 
defector led searchers to the wreckage of 
the jet, strewn through heavy jungle 
about a mile east of the Khek River. 
Then a second former guerilla ap- 
proached the family and asked for Baht. 
200,000 (US$8,730) to help locate the 
gravesite. Eventually he settled for Baht 
500 and on 6 September. took a recovery | 
party to a patch of ground not far from | 
the wreckage. There the remains were | 
found, where the defector had buried | 
mum after the crash: 









por rna: | 








Malee, clung to their hopes. Ineary Au- | > 


was alive and in communist hands. Yut- | 
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Twelve beautiful ways to fly in Asia 


More than three-quarters of Asia’s major airlines » Q A Q 
have ordered the Airbus A300. Oy, So) aS 
They agree that the Airbus short/medium í y 
haul, twin-jet, wide-body concept is perfect Pp y 
for Far East operations. 


Airbus A300 - Asia thinks it's beautiful. “Airbus Industrie 





Choosing a computer conypany isn’t easy. 

To help you decide, we suggest you picture the day a computer 
or office system arrives in your office. 

When you open a box from IBM, you'll discover that you get 
more than simply the product inside. 

You get the flexibility your business needs to grow and to 
change, supported by IBM's many product and programming 
solutions. You get access to fast and reliable service administered 
by IBM’s experienced and widely skilled professionals. 





There's a prize in every box. 





You get the assistance of IBM's customer education programs, 
including seminars and customer centers. And if you need new 
applications, [BM can work with you. 

You also get the benefits of IBM’s long commitment to product 
and technological leadership. 

Whether the IBM product you buy comes in a big box or a 
small one, you get all of these things and more. They're all part of 
a IBM difference and they can make a difference for you or your 

usiness. 
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On Christmas Eve, 1979, the Soviet Union 
unched a massive air and land assault on 
fghanistan’s capital, Kabul. A KGB “hit 





leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also: 
whether, this latest major turn in | 
'hanistan's bloody history spelled the 
inning of Moscow's "Vietnam." 
hed against the Soviets are the 
gical warriors fighting in the name of 
had; or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
. guerilla units throughout the country, they are 
- tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
. Afghanistan militarily to shore up the unsteady 
. and besieged regime it had installed, not 
become embroiled — at à cost said to be US$2 
billion annually —in skirmishes with an 










A moving aévontit ofa proud nation’ 's ; struggle 
and a 1 penelrating study of Soviet intentions 


| e 16 pages B&W photographs 


squad” gunned down the country’s communist 
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| tion of Afghanistan for which I enclose US$9.95/ 
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Don’t miss this best 
possible account of the latest colonia 2 
rape of a nation and the implications p 
for the rest of the world? pu 


œ 205 pages 


unseen enemy adept at hit-and-run tactics i in 
equally hostile terrain. 

Author John Fullerton spent two- and- achalt 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern - i 
Economic Review and The Daily Telegraph. ae 
He witnessed at first hand bloody « encount S 
with Soviet troops and gunships as he _ Ax 
accompanied guerillas several times into. 
Afghanistan. = 
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To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, © EF 
Hong Kong | 


Yes! Please send 





| copies of The Soviet Occupa- 


HK$79.00 each (surface postage inclusive). For air- 
mail delivery please add US$2. 90/HK$16. 00. 
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Address 


R0223 SOA. 
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“Emden s Was 





based at the 
(Qingdao) as 










ined. i the British 
- uef, and the two 
EE dan mieh ‘a friendly | game of soccer 
l (the British won 5-2 after extra time). 
With the outbreak of war the small Ger- 
an flotilla left port, the bulk of it to head 
ind eventually to meet its doom a at ids 








‘WARFARE 









Battle of the Falklands. But the Emden 
was dispatched as a lone raider to create 
maximum havoc to British supply lines in 
the Indian Ocean. 

And havoc is not too strong a word for 
the actions.of. the Emden. No one knew 
where it would. turn up next. — sinking 
merchantmen only miles off the major 
port of Calcutta; shelling oil installations 
at the British. military base of Madras; 
even sailing right into Penang Harbour to 


attack warships and merchantmen alike. 


All told, the Emden sank two warships 


and captured 21 merchantmen, sinking 
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A paean o of | raise for a president 


Korea Under New Leadership; The ‘The 





hardback, US$12.95 paperback. 





his book is a Valentine for South Koi 
rea's President Chun Doo’ Hwan: The 
author, a professor at George Washington 
University in Washington, believes that 
opinions on South Korea in the United 
"States have been too heavily influenced by 
"Korean intellectuals who believe that the 
‘country is ready for a parliamentary 
democracy. There are those, on the other 
hand, who believe that implementation of 
such an idea will disrupt stability and thus 
“tempt communist North Korea to invade. 
According to Hinton, people should be 
aware of this latter point of view because 
_ "those who hold it are in power whereas 
the opposition by definition is not." As 
President Ronald Reagan would’ be the | 
first to agree, hedge your bets with the 
powerholders. 
Explaining the current South Korean 
. leadership's viewpoint perhaps accounts 
forthe reason that 173 out of 271 pages are 
government documents from the Chun 
era oxi the verme S SDE 









| 


ion the Kwangju insurrection and Kim Dae 
| dung, who was originally sentenced to 
"death for charges labelled: “far-fetched” 
|sby the US State Department. There is 
even a transcript of à. news conference 
an by Chun. 

The remaining 98 pages give a brisk 
textbook-style history of Korea concen- 
‘trating on the Fifth Republic, the official 
name for the Chun regime. The author’s 
history of the events leading to the Korean 
War and its aftermath are brief but quite 
good, as is his analysis of South: Korean 
foreign policy. But his chronicling of the 
Chun government does not hold together 
very well. 

Even the casual observer of South Ko- 
rean politics does not envy Chun's job. 
From the North, he is faced with one of 
the most heavily armed nations in the 
world which, judged by recent events. 
seems to be growing more bellicose. In- 
side his own country, an increasingly 
affluent and well-educated populace is 
growing impatient with Chun's authorita- 
rian style. Giving the former army general 
creditis one thing, but Hinton bends over 
backwards to put Chuni in the best possible 
Ment: 


tony in the M but 
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The military coup on 12 De 
1979, which brought Chun to power 
scribed asa biad and then w 



































the oa ‘of the most dvi 
element of the military.” This mil 
dynamo then proceeded to ban 560- 
viduals from political activity. “purify 
media, and pass tough legislation 
possible unrest. These measures g 
many others are described as pr 
the government with “a stronger 
basis for — and more effective means of - 
maintaining order without declaring f 
tial law again.” 

A, glowing description of the "pc 
dialogue" is likely to cause be 
even among members of Chun's OV 
ment: "Chun clearly preferred to g 
with the cooperation, rather than a 
the opposition, of the other polit 
ers and parties." 

The final conclusion is that given i 
Korea’ s geopolitical situation, it is " 
rising” that there exists the present ¢ 
of freedom. Given Reagan's ringin 
dorsement of Chun's domestic poli 
even though political dissidents we 
placed under house arrest during the] 
president's recent visit to South Kor 
this conclusion should land Hinton at 
a dinner invitation at the White: Uh 18 
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oul: A thing as simple z ds a ‘Paskaute 
es a revealing glimpse. of the nature of 
ipanese-Korean relations in history. The 
,000 note is inscribed: with the ansmil- 
g face of Hirobumi Ito who — as every 
orean schoolboy: knows.—- wás.an “ar- 
chvillain" who helped establish the Japan- 
ese Empire in Korea. He was assassinated 
.1909 by. Ahn. Chung Kun, still regarded 
a national hero in Korea. Another Ko- 
national hero, Adm. Yi. conqueror 
the Japanese fleet in 1592, adorns the 
Korean Won; 1 000: note. : 

































Ded by the Rev. Paul Cho, 
vangelist. who fills his church every 
« with more than 20,000 worshippers: 
$a five-year-plan to bring 40 million 
; = easel ee Christ pina the 


F ven young aoon koan with no di- 
t experience of Japanese imperialism, 
d to shared these: sentiments. rhe Ss as 


by these born in Japan — 
S 's-of slave-labourers taken 
ap n during World War II. They are 
or, discriminated.against and thus 
ie to gangland violence. Korea itself 
ng been seen as a hopelessly back- 
'untry smelling of garlic. 
that South Korea is becoming in- 
y prosperous, however, a slow 
ange of attitude is taking place. Japan- 
espect economic power and many — 
particular Prime Minister Yasuhiro 
kasone — feel that the. time is ripe for 
ri lier. relations. Nakasone set an 








al Japanese" abs: many of which 
Korea —- with South Korean 
| Chun. Doo Hwan. And the Ja- 
tablishment i is expected 





7 Jos Sar events will be ooi, isnot 
juite clear. Perhaps finally South Korean 
irch eologists: can havea crack at the fun- 

Ni » proving that the 


and Tokyo scowl across 
Sea of ur comfortable similarities 





Japanese emperor's ancestors were Ko- 
reans after all. But the timing of the cul- 
tural exchange is unfortunate, as it coin- 
cides with a South Korean plan to open an 
independence museum —- independence 
from Japan, that is. Certainly Japan and 
Korea still have a long way to go before 
they can be called frends. 

However, the Japanese are doing their 
best. The media, ever sensitive to official 
trends, are becoming far more positive in 
their depiction of South Korea, Even 
glossy women’s magazines run colourful 
spreads on the historical wonders of 
Korea’s ancient capital, Kyongju, or offer 
useful tips on how to barbecue pork Ko- 
rean style. 


Or result of this positive new attitude 
f is the TV documentary Seoul-Tokyo, A 
Journey of the Heart, co-produced by the 
Korean Broadcasting System and Japan's 
Nikkei Eigasha. The programme was 
sponsored by the Japan Foundation — a 
Japanese Government organ for cultural 
exchange — and the Japanese Cultural 
Broadcasting Foundation. It was screened 
in South Korea in December 1983, and 
will be seen in Japan in the spring. 

The theme of the programme is a cul- 
tural. comparison between Japan and 


Taipei: In most places in Asia the Japan- | 


ese Empire came and went with merciful 
speed. But in Taiwan its traces are still 
visible everywhere: Japanese-style 
wooden houses dot the countryside; the 
finest examples of Meiji-period architec- 
ture can be seen in Taipei, not Tokyo; 
people take their shoes off before entering 
a home; of all Asians, Taiwanese alone 
share the Japanese taste for round sticky 
rice; Japanese drinking songs — known as 
enka — are sung in Chinese with the same 
schmaltzy vibrato affected by Japanese 
crooners. 

Another reminder of the past is the abi- 
lity of most educated Taiwanese over 50 
years old to speak fluent Japanese. Al- 
though the young — apart from the large 
number of bar-hostesses, perhaps — do 
not speak Japanese, their Chinese is full of 
Japanese words: autobai (motorbike), 
rajo (radio) and sakku (condom) are but a 
few examples. The Kuomintang govern- 


South Korea. It is presented by Yi O 


ut it t simply. is that japanese. fure is 
constricting, making everything from gar- 
dens to radios smaller, while Korean cul- 
ture lets things flow more naturally. What- 
ever the merits of Yi's theory, itis signifi- 
cant that such a comparison is made on 
South Korean TV at all. EM 

The film begins on an appropriately 
emotive note. Hayrumi Haraya, a Japan- 
ese musician with a South Korean father, - 
wonders why the kayagum, a Korean 
harp-like instrument, has a resonance 
which the koto, a similar Japanese. instru- 
ment, seems to lack. Yi, moving through 
various locations in South Korea and 
Japan, occasionally pausing for cups of tea 
and traditional dinners, spends the rest of 
the time explaining the nature of this spe- 
cial resonance. " 

Sober analysis does not come s easily to 
South. Korean or Japanese writers at the. 
best of times, and it is much to Yi'seredit— — 
that he at least tries to adopt a rational and 
scholarly tone. He almost succeeds in 
being fairminded — almost. What is in- 
teresting is where he is not, for he inadver- 
tently reflects many cherished South Ko- 
rean prejudices. It is like watching a Polish 
nationalist trying to be. fair about the 
Soviet Union. . 

Yistarts off by saying Japanese music, 
like Western music, is in a constant state 

of tension while Korean music has impor- 

tant moments of relaxation. It is, in. a 
word, more natural, like Korean architec- 
ture — all “natural curves". — and paint- 
ing. Het uses is the example of the traditional | 





























this. continuing . influence from . 
> early 1970s, whe Japan broke 
its di lomatic relations with Taiwan, 
J apanese films and T programmes have 
been banned. (There. is talk now, how- 
ever, of allowing in a anie quota of films, 
about four a year.) | 

Japanese books are ' not forbidden, but 
only Japanese citizens are allowed to take 
subscriptions to Japanese newspapers and 
periodicals. The government's argument 
is that these measures are the outcome of 
popular sentiment. This seems doubtful: 








many native Taiwanese think back rather 
fondly to the days when Japanese, instead 
of mainland refugees, ran the country. In 
fact the Japanese are probably more 
popular in Taiwan than anywhere else in 
Asia. xo vm , 

But to return to Ja an’s visible legacy i in 








The two banknotes: national heroes, natural enemies. 


temple bell — slipping in an aside about 
Koreans making peaceful bells, while the 
Japanese made belligerent swords. The 
Korean bell, he says, vibrates with a long, 
deep resonance, while Japanese bells, like 
Western ones, ring sharp and short. 

Ironically, it is precisely such distinc- 
tions, between flowing nature and the 
short, sharp and rational, which Japanese 
theorists use to distinguish Japanfrom the 
West. What is more, the old temple bell is 
-an example much in favour with Japanese 
theorists. The deep, harmonious, spiritual 
resonance of Japanese bells — which, inci- 
dentally, are just like Korean ones — is 
often cited as a mark of Japanese cultural 
uniqueness. 


Taiwan, there is an interesting pattern to . 
be seen: almost everything ostensibly Jas: 
panese in Taiwan is Western in form. 





When yi describes the 
noble, long-suffering lines in 
old Korean faces, we know we 
are on a well-trodden path. It is 
exactly this quality in them- 
selves which Japanese like to 
contrast with the pale, baby- 
faced physiognomy of less cul- 
tured races. The key to all this 
is a feeling of spiritual superior- 
ity. Itisa weapon often used by 
citizens of ex-colonies or lesser 
developed nations against 
former masters or richer coun- 
tries. Indians are the world’s 
champions of this cause. The 
Japanese, though hardly a les- 
ser developed nation economi- 
cally, are not bad at it them- 
selves and it is a curious specta- 
cle to see them on the receiving 
end. 

It is commonly believed in 
Korea that Koreans are highly gifted indi- 
vidual artists, but bad salesmen. The Ja- 
panese, on the other hand, are thought to 
be faceless and derivative — of Korea — 
creators, but excellent sellers of mass-pro- 
duced goods. Yi echoes this view and goes 
into one of the sorest points of Korean-Ja- 
panese history to. support it; Toyotomi 
Hideyoshi's invasion of Korea at the end 
of the 16th century; an invasion commonly 
known in Korea as the "Teabowl War." 


everal highly skilled Korean potters 
were abducted by Japanese troops and 
taken to Japan, where they showed the Ja- 
panese how to make proper teabowls. 


. Their wares are still highly prized by Ja- 


public buildings, such as the Foreign 
Guest House and the Presidential Palace 
(formerly the Japanese governor’s resi- 


What the Taiwanese have taken ever — . dence) are typically Japanese versions of 


from coffee shops to street slang —isa Ja- 
panese version of Western things. It is a 
- fascinating form of kitsch. ^^ —— 179 

One of the most common types ofkitsch 
is an alien cultural object placéd in an 
incongruous environment: ‘a “Chinese 
pagoda in Los Angeles; a Viennese cof- 
fee-shop in Tokyo. An object can be anach- 
ronistically alien, too: McDonald's ham- 
burgers in a 17th century Dutch house. 
What has happened in Taiwan is that the 
Viennese coffee-shop has been transfer- 
red from Tokyo to Taipei, both equally in- 
congruous. 

And they are not merely Viennese: 
"Taiwanese coffee-shops are filled with the 
same fake French rococo furniture, the 
same neon-lit pictures of New York's Em- 
pire State Building or Switzerland's Mat- 
terhorn, and the same rustic Austrian in- 
teriors one sees in Japan. These are 
stereotyped Japanese fantasies in a 
Taiwanese setting. 

The same goes for less esoteric forms of 


. architecture. The old colonial Japanese 
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/19th century European grandeur. Al- 


though modern buildings in Taipei lack 
the period charm or the grandeur of the 
colonial style, they are just as Japanese. 
The oddly shaped concrete boxes fes- 
tooned with advertising slogans and neon 
lights remind one more of Japan than of 
the United States or Europe. It is a bit like 
the Japanese teenage pop idols, wildly 
popular in Taiwan and Hongkong, who 
have somehow managed to transform 
American pop culture into something very 
J apanese. 

It is hard to put a name to this new 
hybrid style, for it has little in common 
with traditional forms. Could one call it 
Oriental Modern perhaps? Or Japanese 
baroque? Whatever one calls it, the fastest 
developing countries of Asia — Taiwan 
and South Korea — seem to feel comfort- 
able with it. What is more, Japanisation 
can only grow stronger in the future, when 
governments will be run by people with no 
bitter memories of the colonial past. 

^ — IAN BURUMA 
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panese connoisseurs. But Japanese pot- | 


ters soon acquired the superior Korea 

techniques and — good salesmen that they 
were — mass-produced them for the 
domestic and foreign markets, turning a 


handsome profit. Yi compares this to the - 


r » 


way modern Japanese sell computers and _ 


radios to the very countries from whic 


the original techniques came. What the- 


Japanese lack in spirit and creativity, in 
other words, they make up for in ef E 
ciency and business sense. 
This is a common view of the Japanese, 
especially among those who feel the stin 
of superior Japanese salesmanship s 
But is it an entirely fair view? Japan mi 


have lagged behind in pottery techniqu ~ 


during the 16th century, but a nation of f 
faceless businessmen does not produce a 


literature, say, which is in many ways 


superior to anything produced in the Far 
East, including China. Incidentally, the 


fact that China is the source of much tradi- — 


Sa 


tioned: only Japanese are supposed to b T 
copycats. i 


tional Korean culture is hardly men- 


Yi's theory about Japan's constricted | 


culture as opposed to Korea's free-flowing 
one is valid perhaps in a very general Men y 
But it ignores popular Japanese culture 
which is not constricted at all. And th 
examples used are often dubious. A 
The most revealing part of the pro- 
gramme comes at the end. Sitting in a 
plush. Western restaurant overlook 
neon-lit Tokyo, Yi gives us his final con- 
clusion, the gist of which is this: Japanese. 
have a miniaturised, strictly controlled 
culture, because they are an island nation... 
To compensate for the limitations of eee. 
culture, they invaded the mainland, 
flicting much grief on Koreans. They a 
strong now, but shoilld not be too arro- 


gant to cooperate with other Asian na- . 


tions. As for Koreans: they have lived 
through much pain and destruction bu 
despite that, they have had the energy t 
get up on their feet again. One wonders if 
this is quite the sort of thing J apanese want. 
to see on TV; in any case, it is hardly an — 
entirely dispassionate 
Nevertheless, the intentions of Yi and his . 
producers were probably good. To ask for 


t 
v7 
o 


compa rison. . 


true objectivity, given the nature of Ja- 


panese-Korean history, is perhaps to ask - 


for too much. E. 


So what was the motivation for making 


the programme, apart from the Japan 


Foundation’s eagerness to bridge the cul- 


tural gap? Is it a matter of bolstering South 
Korea’s national pride? Partly, perhaps. 


According to Kim Sung Mook, the pro- - 


gramme’s producer, “it makes us feel 
good to see a [South] Korean coolly 
analysing Japanese culture.” But then he 
went on to make the crucial point: “We all 
know our traditional culture is superior to 


Japan's, but that was in the past. Now - 


Japan is developed and we are develop- | 


ing. Our programme is a textbook. We 


have to learn about Japan in order to beat — 


it in every respect." 
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“New year couplets on Chinese home: intriguing insights. 
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An under-the-counter appeal to 
heaven continues in China 


By Randy Chiu 

Haikou, Hainan: Even after 35 years of 
efforts by China’s communist rulers to 
stamp out the last vestiges of so-called 
superstitious practices, the age-old cus- 
tom of posting good-luck couplets outside 
domestic and business doorways at the 
Lunar New Year still persists, at least in 
remoter areas such as Hainan island. 

However, the form and the content of 
the couplets — or duilian — has changed, 
and in ways which offer some intriguing 
insights into contemporary Chinese at- 
titudes. Before 1949, the vast majority of 
‘couplets had an overtly religious content, 
appealing to the gods or heaven to bless 
the family or enterprise, as in this contem- 
porary example from Taiwan: 

Beautiful spring, harmonious relations, 

prosperous homes. 

Heaven provides many more years and 

merciful longevity. 

Also pre-1949, the annual ritual of post- 
ing diulian was an opportunity for the 
literati to compete with each other in com- 
posing artful verses. Understandably, the 
religious aspect is now considerably 
muted. But so also is the do-it-yourself 
creative aspect. The couplet-writing is 
now in the hands of professionals, using 
verses supplied by the government. 

As one resident of Haikou put it: “You 


can get into trouble by writing your own 


couplets. As the same words can be inter- 
preted in different ways, you can be criti- 
cised for putting up couplets which are 
deemed counter-revolutionary, even 


. though you might have no such inten- 


tion.” 

However, those officially approved 
couplets which do go up have an oddly 
non-communist, and in many cases, blat- 
antly capitalistic air. The couplets that ap- 


52 


pear in the government-controlled mass 
media — such as the newspapers and the 
Xin Tongshu, a kind of farmers’ almanac 
— are, it is true, propagandistic in tone: 
The light of the communist party will 
shine for a thousand years. 
Mao Zedong thought will be passed 
down for 10 thousand generations. 
Or: 
Parents with deep revolutionary 
feeling are good. 
Planned childbirth brings much 
happiness. 


But no resident of the city of Haikou ap)’ 
peared to have, been so inspired by these Y 
verses as to put them on their doorwaysipp 
Perhaps the móst ideological inscription 


this writer saw Was: 

The nation's fortune is prosperous and 
happiness has come to a thousand 
families. 

The party's kindness is vast and spring 
has come to 10 thousand households. 


E this fairly mild couplet was mostly 
in evidence in the city centre, where it 
is presumably more important to make a 
good impression. By contrast, non- 
ideological couplets produced by profes- 
sional calligraphers who set up little stands 
throughout the city are in great demand. 
Many small enterprises have put the 
couplet to use as an advertising medium. 
The scrolls outside small shops reflect the 
recent policies of increasing economic in- 
centives by permitting enterprises to re- 
tain a portion of their profits: 
May business be as expansive as the 
four seas. 
May revenue flow in like the three 
rivers. 
Others ask in a similar vein: 


May vast wealth follow the onset of 
spring. MES ds 

May great profits fulfil our 

expectations. 

And a sort of corporate philosophy can 
be detected in such couplets as: 

A calm business style sells much. 

A friendly commercial attitude attracts 

many customers. 

These advertisements are all couched in 
such terms that they are simultaneously 
addressed to both heaven and the passer- 
by — presumably even if the former is un- 
moved, at least the latter will take notice. 

The majority of ordinary houses bear 
couplets that are almost as cheery, con- 
veying good wishes for the new year. A 
somewhat practical-minded injunction 
reads: 

Be friendly all the time and it will always 

be spring. 

The words safe and sound are worth a 

thousand pieces of gold. 

On the whole, most couplets express 
contentment with the present and bound- 
less optimism about the future, which re- 
flects the character of the Spring Festival. 
What may reflect the character of the 
Chinese is the way the couplets combine 
tradition and modernity. 

The most popular verses are those with 
some traditional elements, which use old- 
fashioned idioms and are written in the 
old-style complex characters (despite 
explicit instructions in the media that the 
modern simplified characters should 
be used). And despite their secular tone, 
the messages retain the flavour of being 
addressed to heaven — clearly a holdover 
from China's past. 

In this respect, the Spring Festival coup- 


| lets foreshadow a problem for China's cur- 


rent modernisation drive. Despite the 
rosy picture which the duilian superficially 
present, at a deeper level they reveal a 
continuing tension between ideology and 
creativity in China. If the couplets are any 
guide; théré would seem currently to be 


“somessortoof: balance between the two: 


ideology as still present, but only in a 


-muted and watered-down form; and some 
. element of creativity still exists, but only 
to the extent that different people choose 


differentimodels from existing collections. 
This Wóuld-seem to be:a rather unhappy 
medium for both ideologues and creators. 

It is really not too surprising that there 
should be friction between ideology and 
creativity in China. Ever since the em- 
perors of the Han dynasty had the Confu- 
cian classics engraved on stone to ensure 
that all arguments would be made with re- 
ference to the official version of the text, it 
has been difficult for innovators to express 
new ideas. 

Thus perhaps the most fitting symbol of 
China today is the lunar calendar itself. 
Unlike the Western calendar, which incre- 
mentally inches its way forever forwards, 
the Chinese calendar repeats every 60 
years: times may change, but only in a re- 
curring cycle. This year, the Chinese are 
poised at the beginning of another such 
cycle. The Spring Festival couplets from 
Hainan suggest that the established pat- 
tern will not be easy to break. ü 
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Asia. houses a over half of mankind. Everyday events: are 


happening here that not only shape Asia's future but af- 
m the entire world. ‘Asia 1984 Yearbook covers these 


medam ie f the economic, social and political realities 


pe of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 25th Edition 
The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 





fore. Matching the rapid pace of Asian development, we - 
“have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia . 


should have on the bookshelf. 


1 Features 
The Asia 1984 Yearbook indlüdes t iwo new chapters in 


the Special Section, namely, Commodity Futures and RI 
Asian activities at the United Nations. You will find fami- . 


-fiar chapters and features as well: a Regional Round-up, 
. The Power Game, Population & Food, Development 





modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 


The main body of the book:contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New:Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. - 


Country-by-Country Analysis 


ig -Each country is discussed with up-to-date reviews of its” 
. Politics and Social Affairs, Foreign Relations, Economy 


-and infrastructure. The Yearbook gives you localised, 
'St-hand information on everything from market poten- 


Banks, Asian Finance, Asian investment, Energy, Com- : 


ind population trends to foreign aid involvements 
cial and cultural landmarks. Each section has 
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- Malaysia is set to make sweeping changes in its restructuring goals 


A bold new blueprint 


È 


TE ER 3 MeL 
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3096 
— bumiputras and, at the same time, to 
eradicate poverty within the 13-state 


_ By James Clad 
Kuala Lumpur: The draft mid-term 
review of Malaysia's fourth five-year 


development plan, now before the 
cabinet, calls for dramatic new directions 
in Malaysia's economic planning and per- 


— formance. The REVIEW has learned from 


various sources that the draft mid-term 
review signals the abandonment or soften- 
ing of many programmes pursued since 


the 1970s. It also is likely to urge bold new 


population, manufacturing and privati- 
sation policies. 

Most significant of all, it shows the gov- 
ernment's readiness to revise goals of the 
New Economic Policy (NEP) — the plan 
to *eliminate identification of economic 
function with race" by transferring at least 
of corporate shareholdings to 


federation. 

As in the mid-term review of the Third 
Malaysia Plan in 1979, the document re- 
sults from intensive reviews by the Treas- 
ury and functional and trading ministries, 
supervised and compiled by the prime 
minister's own Economic Planning Unit. 
When released in March, the cabinet-level 
document is expected to reveal consider- 
able shortcomings in the achievement of 
Fourth Malaysia Plan targets and an- 
nounce downward revisions to growth, 
employment and  wealth-distribution 
targets fur the next two years. 

The government believes the econ- 
omy's golden performance during the past 
decade of stability (7.8% growth a year on 
average during the 1970s) will not be re- 
peated during the 1980s because of deep 
structural changes occuring both within 
Malaysia's economy and in the wider 
world trading environment. 


According to sources, the draft mid- 
term review is permeated with the conclu- 
sion that the world recession revealed 
major structural weaknesses in the coun- 
try's economy. Since the beginning of the 
1980s, the performance of almost every 
sector has fallen short of fourth-plan 
targets: agriculture achieved the lowest 
rating (slightly less than 5% growth in the 
period 1981-83 inclusive), followed by 
manufacturing (slightly more than 575), 
finance (about 696) mining and petroleum 
(almost 8%) and the tertiary sector (ser- 


vices, power supply, hotels and tourism) | 
at just above 7%. Only the construction . 


sector, the draft mid-term review appa- 
rently says, outpaced its Fourth Malaysia 
Plan target (of 9%) by about 2.5 percent- 
age points. Even this performance re- 
ceived only mixed applause from a gov- 
ernment concerned about the industry's 
over-involvement in urban and commer- 
cial-property development. 


he draft mid-term review also points, 
the REVIEW learns, to a severe reversal 
in the country's terms of trade. At constant 
prices, it needed M$1 (43 US cents) in 
1983 to buy the equivalent amount of im- 
ports purchased for only 88.7 M cents in 
1980 — in other words Malaysia has regis- 
tered an 11.396 decline in its terms of 
trade within three years. 
Balance-of-payments data show the pic- 
ture even more vividly. From a 1980 
surplus of M$4.9 billion, Malaysia 
plunged into deficit the next year, reach- 
ing a troubling M$1.93 billion deficit in 
1982 and only pulling back into surplus (by 
a conservative estimate of about M$320 
million) at the end of 1983. The cumula- 
tive balance-of-payments deficit for the 


period 1981-83 amounted to M$1.8 billion 
(the services account was the largest seg- 
ment), compared to perhaps the fourth 
plan’s most optimistic statistical goal: a 
cumulative surplus of M$35.2 billion by 
1985. 

Overall, the government reckons gross 
domestic product has risen at a respecta- 
ble annual rate of 6% during the past three 
years, below. the 7.6% targeted by the 
fourth plan butan enviable record by com- 
parison with nearly every other country. 
Delving, deeper, the review is understood 
to. single, out as particularly troubling a 


slow growth.in. 1980-82 in private, as op- 


posed.toipublic, spending: private expen- 
diture climbed 10.2% a year, compared to 
15.996: for, the public sector. Annualised 
figures. show..the picture more clearly. 
From an. admittedly unusual increase of 
39.5% in 1980, private spending fell to 
only 6.296 by the end of 1982. 

The government is also unhappy about 
the rate of private-investment growth. 
Total private investment has apparently 
failed to reach its target, coming up to 
M$12.5 billion in 1983, 3% below target. 
Public investment, on the other hand, 
jumped by roughly 16.5% a year, way 
beyond the modest 4.1% anticipated by 
the fourth plan. 

If the present draft emerges unchanged 
from the cabinet, reversing this weighting 
will become the chief. macro-economic 
task during the next two years, and the 
review underscores the 1984 budget's de- 
termination to cut back the role of the 
public sector (REVIEW, 5 Nov. and 29 
Dec. '83) in the face of public consump- 
tion amounting to more than two-thirds of 
total consumption at.a time when re- 
venues have begun to fall off. Public- 
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savings figures also show the trend: in 
1980 public savings as a proportion of 
gross national product stood at 3.2% but 
by 1983, been to the xus treview, this 
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ity since 1976 at- 
ul remarks in the draft 
review, echoing. | int the World 
Bank's views last yt VIEW, 24 Nov. 
'83). The review is understood to devote 
considerable space to the problem, serv- 
ing notice that the government will make 
further cuts to agricultural price-support 
. Schemes to wean farmers away from their 
subsidy mentality. The review also urges 
significant privatisation of agriculture. 
Even more radical are plans to regroup 
scattered villages into bigger production 
., units: and centres of rural services: one 
"p lan. envisages consolidating small farm- 
hol dings and managing these on an estate 
basis. | 

The government acknowledges these 











policies will have far-reaching repercus- - 
sions on rural society, but says itean see ^ 
no alternative to commercialising agricul- : 
ture. Maintaining subsistence agriculture ^ 
is no longer tenable. Similat schemes to’ 
concentrate fishing communities or-to in- 
tegrate them with large-scale commercial: Í 
fishing operations are also mooted ini the < 
ers foresaw 
policies of this dramatic nature when the- 





"draft review. Few local obsers 


ient 


PEATADA ROARS ptr ARAA NAA P IH e AM HII HAMM Har rer La P tun ure VH Hv rera ve er a mi yp eig! HP je rie RAM AH A A iier je eive beide eet A SPESE TROVE SUPRA EAEE AAS nette eerte Lt AAAS AR HEURE ANT TH IRI AAI REHM UH ARABS 


p 


long-awaited National Agricultural Policy ' 


was finally released in December 1983. 

Apart from these novel initiatives, the 
government will act to encourage invest- 
ment in certain preferred cash crops 
(cacao and oil palm head the list), while 
promoting better productivity for other 
crop cultivation, especially rubber. It is 
thought the government also plans to cut 
wasteful duplication of agency functions 
the Federal Land Development 
Agency, the Rubber Industry Smallholder 
Development Authority and the Malaysia 
Rubber Development Corp. receive spe- 
cial mention. 

Manufacturing also comes in for con- 
siderable attention. Describing the pre- 
sent capacity as too concentrated on the 
export of electronic components, textiles 
or clothing (with little spillover effect on 
the domestic economy), the draft review 
urges Feu of large- scale manufac- 


Ibe redoubled use of Malaysia’ sin- 


- (Japanese-style trading 






"ducts, palm oil and petroleum-based pro- 
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Rooted in reali 


Malaysia maintains a tradition of basin 
on hard numbers and using it to effect : 


Kuala Lumpur: The Fourth Malaysia Plan | 
is the most recent of  Malaysia's five-year | 
development plans. The first began in | 
1966. Unlike the broad-brush or indica- | 
tive economic plans adopted by other de- | 
veloping countries, Malaysia’s plans tend | 
to be realistic forward-planning exercises, | MM. 
rooted in detailed analysis of economic | tu 
data monitored from a variety of govern- | al 
ment and private agencies. | 
The plans have taken on added signifi- 
cance since the adoption by the National 
Front government since 1970 of the New 
Economic Policy, which has both poverty- | 
eradication and intra-communal wealth- | 

















development expenditure 
dropped by 35% over the pr * 
devel, . 


transfer goals. : | 
The fourth plan set the foundation for | « 
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The plan also anid creating 
new jobs during the five-year 
funds jc earmarked for: 
tional - : 





growth to the private edie. from which 
investment was forecast to reach M$72 bil- 
lion (US$30.8 billion) by 1985. Private 
foreign investment was slated to reach 
M$9.4 billion. =~ | un 

One of the features of the fourth plan is 









































houses) and using the country's foreign 
missions for more creative, trade-oriented 
purposes. 

Development of resource-based indus- 
tries — particularly rubber; wood pro- 


tively higher levels of ec 
ment attamed by some. chief 
Peninsular Malaysian ‘states. 

review's analysis of the past thi 
shows little change to these imbalar 
Kedah's GDP, for example, rose 

ginallv from M$1.28 billion in 1980. 
about M$1.4 billion in 1983, but the 
Kelantan, Perlis and other fox 
areas register only small GDP increas 
the government does not, it seems, inte 
to encourage dispersal of industries aw 
from existing concentrations. This is ce 
sistent with the review's emphasis 

growth. | 
As a special exercise, the goverr 
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ducts — will receive more investment dur- 
ing the next two years; but what is de- 
scribed as selective ; second-round import- 
substitution industries will continue to be 
encouraged to strengthen the sector's re- 
silience and to improve the country's 
balance-of-payments position. 





he government shows no sign of falter- 
ing in its advocacy of heavy industries. 
Although giving much emphasis to the 


made-in-Malaysia motor car (Briefing, 
REVIEW, 26 Jan.), the draft review says 
heavy- -industry investment should also be 
concentrated on oil refineries, cement 
plants, sponge-iron production, cold-roll- 
ing mills, a methanol plant, ammonia- 
urea factories and the petrochemical in- - 
dustry. 

Heavy industry, says the draft review, 
will give the country the basis of an indi- 
genous industrial technology and will also 
reduce to some extent inter-state income 
differentials — - disparities i in regional per 
capita income arisin gfrom past concentra- 
tion of industry in Johor or in the Kelang 
Valley. 

The “regional imbatances” issue com- 
mands a high degree. Of interest in 
M falaysia,. given the preponderance of 


ment a to f hes al De 
ference for the T V IP. ipi in all, the go 


turing sector's export performance E 
present 16% of total GDP) rings loud 4: 
clear through the draft review. Ov 
sectoral growth per year achieved in 19$ 
83 reached an impressive 1495 but *« 
well down from the 24.2% envisaged. 
thé fourth plan. — 
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housing, community development and 
culture, and defence and security. 

Special attention also is given to educa- 
tional policies, taking aim at an over- 
looked but growing problem: the increas- 
ing structural mismatch between the sup- 
ply of skills by educational institutions and 


_ the actual manpower needs of a growing 


economy. The government believes more 
and more people — not least bumiputras 
—are emerging from courses with degrees 
or diplomas that increasingly have little 
relevance or utility to the changing job 
market. 

The document also takes a hard look at 
what the government perceives as 
Malaysia’s under-population, analysing 
manpower needs against overall develop- 
ment objectives and calling for an ideal 
Malaysian population next century of 70 
million, which would be 56 million more 
than at present. 

Although Malaysians will find most of 
these new policies somewhat removed 


from their daily affairs, the chapter on the 





performance of and prospects for the NEP 
will no doubt be read with particular in- 
terest. Changing external trading cir- 
cumstances, a too-large government sec- 
tor and educational, manufacturing and 
agricultural distortions have led to the 
government scaling down expectations 
and even (as in agricultural development) 
proposing bold new programmes to get 
past structural impediments, and the im- 
plications of slower growth and of a wind- 
ing down of the public sector for the objec- 
tives of the NEP are also obvious and im- 
mediate. 

To its credit, the government faces the 
problem head on and makes the case for 
revising both the targets and methods of 
the NEP. First, the draft review makes it 
clear that the kind of government largesse 
enabling the growth of bumiputra institu- 
tional funds in the 1970s — such as Per- 
modalan Nasional Bhd or Perbadanan 
Nasional — cannot continue in the kind of 
external trading environment the govern- 
ment expects to see characterising the 
1980s. 


— — 


a T ble ot he private sector, m com- 
. merce, mining, transport, energy, health, 


Readjustmónts t to Pure. NEP stieg will 
be necessary to take into account a mark- 
edly more difficult economic environ- 
ment, says the draft review, and there are 
strong hints that grówth will receive as 
much priority as equity, that employment 
generation will be stressed just as much as 
restructuring. 

Secondly, the government will increas- 
ingly rely on privatisation to accelerate 
the transfer of corporate wealth: the draft 
review apparently accepts that acceler- 
ated opportunities for ownership restruc- 
turing will arise most often from privatisa- 
tion. In this context, the government sees 
privatisation as complete only when assets 
of a hitherto public agency are transferred 
completely to private hands. 

Even more significant, the government 
will seek to disperse the pattern of restruc- 
tured ownership to a wider cross-section 
of the bumiputra community, to head off 
complaints that the restructuring drive has 
become too narrowly focused. The draft 
review also comes to grips with manage- 
rial and professional aspects of the NEP's 
restructuring drive: among other policies, 


a new primary-school curriculum (to teach 
business and commercial transactions to 
children, as well as acquainting them with 
more mechanical — as opposed to 
academic — subjects) will be created. 


he document cautions against owner- 

ship of wealth merely for the sake of 
ownership, and notes that wealth without 
skills and initiative can lead, as in the past, 
to gradual erosion and eventual loss of 
bumiputra ownership and control. “Farm- 
ing out” wealth similarly comes in for 
heavy criticism and the subject of wasting 
assets in bumiputra hands — such as urban 
land in the Kampung Baru area of Kuala 
Lumpur — is noted with disfavour. 

All in all, the draft review points to 
slower export growth and adverse terms of 
trade that will continue to reduce domes- 
tic resources for savings while investment 
(which during the past three years main- 
tained high levels because of a rapidly ex- 
panding public sector) will also decline — 
unless the private sector dramatically re- 
verses its falling share of total investment: 





ste the e Sneha on growth rather 
than equity. 

If it occurs, a slowdown in equity trans- 
fers to bumiputras will come at a time 
when some 18% of share capital in the cor- 
porate sector was, at the end of 1983, in 
bumiputra hands. Although bumiputra 
shareholdings increased by almost 6% 
after 1980, the interesting feature of this 
review estimate is its quantification of the 
overall growth in total Malaysian valued 
share capital — from M$32.4 billion in 
1980 to M$48.5 billion in 1983. 

By 1985, it is learned, the government 
expects total Malaysian share-capital 
value to exceed M$63 billion, by which 
time non-bumiputras — which invariably 
means Malaysian Chinese — will have in- 
creased their share from M$23 billion in 
1983 to about M$30 billion. By 1985, 
bumiputras will add more than M$4.5 bil- 
lion in share value, but non-bumiputras 
will add some M$7.5 billion. 

Also indicating a new realism, the draft 
review has some sober results to present 
on poverty eradication. Rural Malaysia 
contains almost 87% of the country’s total 





poor (the government's poverty-line mea- 
surement gives a minimum level of house- 
hold income per month necessary to main- 
tain health and physical efficiency). While 
infant mortality rates have gone down, 
and life expectancy up in the past three 
years, disturbing proportions of fisher- 
men, coconut farmers, rubber sharehold- 
ers and estate workers remain very poor. 

In some cases — such as that of estate 
workers — the incidence of poverty has 
actually increased, in others it has not ap- 
preciably declined, such as in 465 new vil- 
lages (created during the communist in- 
surrection during the 1950s) found mainly 
in Perak. 

A special section on poverty eradication 
in Sabah and Sarawak shows an overall 
declining incidence of poverty in East 
Malaysia. However, the government must 
be troubled by high numbers of non- 
Chinese households living below the pov- 
erty line: 91% of poor households belong 
to indigenous groups. The highest inci- 
dence of poverty is among the Bidayuh 
(land Dayak) households (about 65%). El 
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“This Year’ s winner could have won several of our- 
other awards along with the top honors. 

“SAS could have won our Passenger Service Award 
for its many innovations and quality service. 

“It could have won our Financial Management Award. 

“For years of outstanding technical management we 

-could have given SAS. our Technical Management 
Award. 
A *Finally, a good argument could be put up for giving 
SAS our Market Development Award. 

"But rather than give all of these awards to one airline 
the same year, we simply awarded SAS with our top 
honors? 

Thank you, thank you, thank you, Air Transport World. 
We're blushing all over, here at SAS. 
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DM Options at the CME- 
Right on the Mark 


Options on Deutsche mark futures 
are now trading at the Chicago 
Mercantile Exchange, the world 
market for currency futures and 
options trading. These options are 
the first in a series of foreign 
currency options to be introduced 
by the CME. 

DM options can help institutions 
and foreign exchange traders 
worldwide broaden trading 
Strategies and better manage fluc- 
tuating foreign currency values 
in today's fast-paced, global 
markets. 

Together, DM options and 
futures at the CME offer an 
unparalleled opportunity for 
managing foreign exchange risk— 
important reasons why so many 
money center banks and reporting 
government dealers are members 
of the CME. 

For more information on DM 
options and foreign currency 
futures at the CME, talk with your 
brokers. Or call the CME, and ask 
for a copy of ‘Options on 
Deutsche Mark Futures. m 
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BABCOCK & WILCOX. 
FIRST NAME IN STEAM. 


Nobody knows more about 
steam generating systems than 
Babcock & Wilcox. That was 
true in 1867, and it's still true 
today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
covers everything from design to 




















For over a century, Babcock & 
Wilcox has been the technology 
leader in steam generation in 
North America and worldwide. 
Let us share our knowledge and 
total scope resources with you. 

Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge, 
Ontario, Canada, N1R5V3. Telex: 
069-593414, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406, 
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construction and startup of com- 
plete turnkey industrial and utility 
boiler islands. We supply every- 
thing from boiler controls and 
cleaning systems. ..to training 
programs for your operators. 

We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 
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3 . fice (ILO), a United Nations affiliate. 
— . Within Asia, income inequality is not 


highest where perhaps i it might be most ex- | 


pected, among the poorer countries of 


South Asia (though Nepal is an excep- | 
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prises, 
policies. 
Worldwide, the share of agriculture in 
total gross domestic product has fallen 
since 1960 from 31% to 18%, though 
Burma, along with a handful of African 
countries, have seen an increase in ag- 
riculture’s relative importance. The share 
of the total labour force in agriculture also 
has declined — though not.as rapidly as 
agriculture's overall contribution to GDP. 
The share of the labour force in industry, 
meanwhile, has risen “slowly” — it has not 
risen at all in Sri Lanka, Paraguay, Chile 
| and ina — while the share of service in- 


and highly directed education 
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the poorest 40% held only 495, 
according to the ILO. The impli- 
cation is that, in the absence of land re- 
form, things have not changed much 

since, —— 
Modelled onthe World Bank's annual 
World Development Report, the ILO 
study analyses the consequences of post— 
"World War II international. economic 
development in the 150 member countries 
of the organisátion not in terms.of the 
wealth of nations but of the wealth and so- 

cial status of individuals. 

The overall picture that emerges in the 
developing countries is of declining ag- 
ricultural employment coupled with an in- 
crease in wage labour and an accelerating 
drift to urban areas. While the “trickle- 
down effect" of increased agricultural out- 
put on employment and rural prosperity 
has been disappointing, industrialisation, 
too, has proved to be a weaker 

. generator of employment (and 
-> thus income redistribution) than 
was once hoped, though service 
industries are an exception. The 
ILO policy prescription appears 
to favour development based on 
the East Asian model of land re- 
form allied with industrialisation 
a ‘Ealing ee and small enter- 
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dustries in total employment has risen 
more strongly. 


he employment impact of these shifts 

is instructive. Despite high rates of 
growth of industrial production and con- 
tinued general economic. growth, “too 
much” of the labour force in developing 
countries has remained in low-product- 
ivity and low-income employment, claims 


the ILO. In other words, “the benefits of - 


growth were not being widely spread to 
the lower income groups” since the end of 
the 1960s. In those countries where un- 
employment was high in the early 1960s — 
especially in wage employment — it has 
remained high. 

(This applies to "open" or recorded un- 
pitti Broadly Spes this is de- 
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e smallholding sector to find village 
| wage employment." Broadly speaking, 
_ the result is that any rise in agricultural 
| output is not accompanied by correspond- 
ing rises in rural employment. 

_ Few countries are following the South 
Korean or Japanese path in agriculture as 
a precondition of development, says the 
LO. Asa result, the shift from customary 
- land tenure to. commercial agriculture is 
| ' ^marginalising" the mass of smallholders 
and labourers and benefiting mainly 
medium to large farming enterprises. 
li eminent policies generally favour the 
_ more progressive farmer, thus product- 
B declines in the smallholding sector, 
food production falls and labour migrates 


y S Unfortunately, the industrial revolu- 
tion often accompanying such shifts is not 
"ig absorbing surplus labour fast enough. 
High rates of growth in output and pro- 
- ductivity i in manufacturing are minimising 
the impact on unemployment. Those 
. countries trying to emulate the East Asian 
b. newly industrialising countries, or NICs, 
“will find themselves without the expected 
benefits if they have not fulfilled the appa- 
rent preconditions of successful agrarian 
reform and a high level of human-resource 
development,” warns the ILO. 
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Pacific 
Bangladesh 0.36 
Fiji 0:47 
India 0.42 
Indonesia 0.44 
: Nepal 0.53 
Philippines 0.47 
South Korea 0.38 
Sri Lanka 0.35 
Thailand 0.51 








Selected Western 










Europe 
Britain 1979 0.31 0.27 
France 1975 0.39 0.35 
Sweden 1979 0.30 0.22 












Note: Household and per capita income distri- 
bution (after taxes and transfers) measured by 
the Gini coefficient. The coefficient ranges from 
0 to 1. The closer to 0, the greater the equality of 
incomes, the closer to 1, the greater the in- 
equality. 

Source: ILO. 













redistributive land reforms of the late 


1940s and early 1950s in Asia would prob-. 


ably not have the same impact on income 
distribution if carried out today," and 
would certainly be more complex to im- 
plement. The effects of a redistributive 
land reform can also be short-lived if debt 
leads peasants back into the hands of 
suppliers and merchants. Taxation (from 
which the very poor usually are exempt) is 
another potential medium for income re- 
distribution, along with cash transfers. 
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equality is limited. A more waa ow sing 
route is direct transfer payments. They 
have proved “relatively successful in 
abolishing poverty in developed coun- 
tries" but their use so far in developing 
countries has been limited. Singapore and 
Hongkong are cited as exceptions — 
though mainly through provision of hous- 
ing for rent by lower-income groups. 

On wages, the ILO report notes a 
"striking" difference between developed 
countries, where real wages generally 
have continued to rise, and developing na- 
tions, where they frequently have fallen — 
often substantially. Again, South Korea 
and Hongkong (along with Botswana, 
Egypt and Ecuador), where economic 
growth has been “unusually rapid," are 
exceptions, and real wages have improved 
substantially. 

But real wages generally have trailed 
well behind GNP in the Third World. 
Often this reflects official wage restraint 
designed to expand employment oppor- 
tunities, reduce rural/urban income dis- 
parities and dampen rural/urban migra- 
tions. The ILO argues that such restraint 
may have been “excessive” — to the point 
where it could undermine worker motiva- 
tion and “generate conflict.” It cites the 
Singapore system as a good example of an 
incomes policy based on a tripartite con- 
sensus among government, employers 


and trade unions. 
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A blind eye in the sky 


The loss of Indonesia's Palapa B2 satellite, while not financially 
damaging, poses a setback to the information prográmme 


By Susumu Awanohara 


Jakarta: The failure of the Indonesian 
communications satellite Palapa B2 to 
reach its targeted stationary orbit after its 
launch by the United States space shuttle 
Challenger, will not cause great financial 
loss to the government. But it will mean 
that the earlier-launched Palapa B1 will be 
without backup for at least a year, which 
will hamper the planned growth of satel- 
lite communications. On the positive side, 
though, the Palapa mishap could lead to 
an early introduction of new technology. 
extracting greater mileage from existing 
satellite-communications svstems. 
Exactly why the two satellites launched 
by Challenger — the first belonging to the 





Western Union Corp. of the US, the sec- 
ond to the Indonesian Government — 
ended up in useless orbits is not known. 
But the suspicion is that in both cases, a 
rocket engine built bv McDonnell-Doug- 
las and mounted on the satellite manufac 
tured by Hughes Aircraft, malfunctioned 
At any rate, Indonesia’s Palapa pro 
gramme, now in its second phase, has 
been upset. 

The first-generation Palapa A1 and A2, 
launched in 1976 and 1977 respectively, 
are still functioning but are expected to 
start degrading in about six months and 
12-15 months respectively. It is impossible 
to predict precisely the life of communica- 
tions satellites as it is determined by the 
uncertain durability of certain key compo- 
nents and of fuel for the station-keeping 
rocket. Apparently, Palapà A1 has been 
used for domestic purposes, notably TV 
transmission and telecommunications, 
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while Palapa A2, with an identical design 
capacity, has been handling Asean traffic 
as well as serving the Indonesian armed 
forces. 

Last year the second-generation satel- 
lite Palapa B1, with double the capacity of 
Palapa Al and A2, was successfully 
launched into orbit by the US shuttle. Ac- 
cording to one source, Palapa AT's traffic 
has now been shifted to Palapa B1 (thus 
Palapa A1 is no longer in use) but Palapa 
A2 will continue to carry Asean and mili- 
tary traffic for some time until it, too, is 
taken over by Palapa B1. 

With its doubled capacity, B1 can offer 
all the services provided by the two first- 
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Tahir; Lloyd's broker inspects pictures of Palapa: a blow which could lead to a boost. 


generation satellites. But without B2 in 
orbit, Indonesia obviously cannot expand 
satellite communications at the pace it had 
hoped to. Until A2 is put out of service, 
the smaller satellite can serve as backup 
for Bl. The greatest potential problem 
will arise after Palapa A2 is no longer in 
use and there is thus no reserve for B1. Ex- 
perts say at least two years will be needed 
to build another second-generation satel- 
lite. There is no guarantee that the new 
satellite will be launched as soon as it is 
ready and, given recent developments, 
the probability of a successful launch ap- 
pears even lower. 


Horns to one source, the French- 
made Ariane rocket, which could 
launch the rebuilt Palapa B2, is fully book- 
ed until 1987; so are the upcoming space 
shuttles — until 1988. In order to launch à 
new B2, the Delta launch vehicles — 


smaller satellites — will have to be 
supplemented by boosters, something 
which has never been tried. To make 
things worse, after numerous underper-* 
formances and now some outright failures 
of communications satellites, there is a 
good chance that all planned launches will 
be delayed while scientists look into the 
causes. 

Indonesia's Tourism, Post and Tele- 
communications Minister Ahmad Tahir 
was faced with a tough decision shortly 
after Western Union's satellite failed. He 
said both Hughes Aircraft and the US Na- 
tional Aeronautics and Space Administra- 
tion (Nasa) favoured the launch of Palapa 
B2 from the space shuttle as scheduled 
and the insurance companies were not op- 
posed. It was for Tahir to decide whether 
to go ahead with the launch or to bring 
down the satellite. 

Tahir claims Indonesia would have had 
to pay about US$35 million (including the 
launching cost) if it insisted on bringing 
the satellite down, while if it followed the 
general advice to go ahead and the launch 





failed, the full cost of the satellite and its 
launch, more than US$75 million, would 
be recovered from insurance companies, 
If these were indeed the alternatives open 
to Tahir, it is not surprising he chose to 
proceed with the launch. 

But armed with the benefit of hindsight, 
some experts here say Tahir should have 
brought Palapa B2 down for a thorough 
examination after the failure of the other 
satellite, particularly since Nasa appa- 
rently was guaranteeing another launch in 
eight months. Scientists could study the 
failure of Western Union 's satellite in that 
time; moreover, Palapa A2 would still be 
going strong when Palapa B2 was 
launched, the argument goes. 

Some Indonesian insurance companies 
are likely to suffer significant losses as a 
result of Palapa B2's failure. Information 
is difficult to come by but it appears sev- 
eral local companies underwrote 5% of 


rockets with a proven record in launching. 
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-. by major international insurance com- 


panies, notably Lloyd's of London. In- 
donesian companies, working through 
Asuransi Jasa Indonesia and Reasuransi 
Umum Indonesia, apparently first tried to 
grab 10% of the deal. But even 5% , mean- 
ing payment of some US$3.75-4 million, is 
a major sum for the fledgeling Indonesian 
insurers. 

How important satellite communica- 
tions have become in Indonesia's overall 
communications system is not easy to 
fathom but the guess is that even if Palapa 
Bl fails and there is no backup, alternative 
channels (such as underwater cables, 
microwave and normal radio waves) will 
keep minimum essential communications 
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would probably suffér most, while tele- 
phone communicajion could be less af- 
fected. [ 

But the loss of Palapa B2 may prompt 
the government to advance into technol- 
ogy which allows more intensive use of 
existing satellites ¢/by compressing infor- 
mation for rapid|[transmission or by ar- 
ranging for planned access by many more 
users than there are channels. Additional 
costs of these investments generally are 
small compared to the initial investment in 
the basic satellite-communications sys- 
tem; and since Palapa A2 (and even A1) 
will not be dead but will merely be degrad- 
ing for some time to come, their useful life 
may be extended by the introduction of 
the latest information technology. o 


Prophecy or loss... 


The US and Escap plan to develop an Asia-wide warning system 
that could significantly reduce the impact of drought 


By Paisal Sricharatchanya 
Bangkok: A United States-assisted pro- 
ject to develop an efficient weather-infor- 
mation management system in nine South 
and Southeast Asian countries later this 


. year has the potential to reduce signific- 


antly the impact of drought on food pro- 
duction. The main feature of the project is 
devising an early-warning system to pre- 
dict major loss to drought at least 30-60 
days before harvesting. Such forecasts 
would provide a lead time of up to six 
months — allowing government planners 
to take remedial action — before an actual 
food shortage occurred. 

The programme is being coordinated by 
the Economic and Social Commission for 
Asia and the Pacific (Escap), with finan- 
cial and technological support from the 
US National Oceanic and Atmospheric 
Administration (NOAA) and the US Of- 
fice of Foreign Disaster Assistance. It will 
cover four Asean member states (Thai- 


Thang 


| Indian grain stockpile: technology comes to agriculture's aid. 
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land, Indonesia, Malaysia and the Philip- 
pines) plus Bangladesh, India, Nepal, 
Pakistan and Sri Lanka. 

Because most of the countries involved 
either suffer from a food deficit or have 
only a marginal surplus, there is little dis- 
agreement that timely government deci- 
sions to alleviate drought-related food 
shortages — by import or transfer of 
stocks from surplus areas — could sub- 
stantially enhance food security in the re- 
gion. 

(Of the nine countries; only Thailand 
enjoys a large food surplus, with about 10 
million tonnes of foodgrain exports a year. 
According to Escap documents, drought 
damage to crops in Indonesia ranged from 
17,770 ha. in 1981 to 217,650 ha. in 1982. 
Over the period 1969-79, drought 
damage to rice crops in Bangladesh ac- 
counted for a loss of 6.23 million tonnes of 
paddy.) 
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going. TV broadcasts to outlying areas 


However, the eventual-success, or 
otherwise, of the programme faces a 
major test in the extent to which govern- 
ments in the region will be prepared to 
execute action based on climatic assess- 
ments. Bureaucracies are not always re- 
nowned for their efficiency. Given that 
the exercise in any one country would in- 
volve various agencies — ranging from the 
weather bureau to the agriculture and 
commerce authorities — effective inter- 
agency coordination may constitute a hur- 
dle. Even if the early-warning system suc- 
ceeded in predicting an imminent food 
shortage and recommending the correct 
solutions, it remains to be seen whether 
action could be implemented effectively. 

The programme is based on a technol- 
ogy developed by NOAA. Essentially, it 
will link various weather-related data 
which will be processed by computers. 
Since the data are currently available in 
the countries involved, and the computers 
(the relatively cheap Apple II-e type) will 
be provided by the US agency, it should be 
inexpensive. 


T: early-warning system is based on 
weekly rainfall/weather analysis and 
climatic-impact assessment models. Rain- 
fall estimates are determined from 
ground-station reports while satellite- 
cloud data are used to improve the accu- 
racy of precipitation estimates, particu- 
larly in areas where weather data are 
sparse and unreliable. These data are then 
interpreted by agri-climatic indices which 
indicate potential crop production in rela- 
tive terms. Finally, climatic impact and 
the potential for abnormal food shortages 
are identified and solutions recom- 
mended. 

Before it was decided to bring it to the 
Escap region, NOAA’s technology was 
introduced in selected African states, but 
the results are not clear. Internally, the 
agency's climatic-impact assessment pro- 
gramme has been providing US missions 
throughout the world with bi-weekly as- 
sessments of weather impact on crops. 

Government officials representing wea- 
ther and food security-management agen- 
cies from the nine Escap countries partici- 
pated in a seminar here in late January and 
were briefed by US experts on details of 
the technology as well as. its potential 
benefits. A — meteorologist/statistician/ 
economist team from each country will 
undergo a technical-training course in the 
US in May; in-country technical assistance 
on quasi-operational test assessments will 
follow later this year. 

According to one US official, the entire 
project will cost about US$420,000, or 
roughly 30% of the US$1.4 million 1984 
aid programme of the AID Office of US 
Foreign Disaster Assistance. It is ex- 
pected to be fully operationalin the region 
in 1985. While the first and most impor- 
tant objective of the programme is to pre- 
dict drought and alleviate its effects, 
Escap and US officials also hope the 
technology will assist governments in the 
region in planning alternative crops, irri- 
gation and raising food production in the 
longer term. i 
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olia’ s mineral exports fi to the Soviet Union t 
pswing, helped by substantial Comecon-bloc p 






Alan Sanders 
ongolian foreign-trade figures for 
1982, recently released by the sec- 
tariat of C omecon — the communist 
'untries' economic grou | 
/, indicate that exports of minerals rose 
| value to 39. 17o of all exports in that 
ar, while the proportion of livestock 
‘oducts (meat, hides, and so on) fell to 
7o. A projection of the trends shows 
t exports of minerals in 1983 (figures 
which are not yet available) probably 
d for the first time the traditional 
ind nne 


stream beds and some in underground 
mines, but their output is a state secret. 

It is not known whether there is as- 
sociated gold in the dressed copper and 
molybdenum ore produced at Erdenet — 
armed guards are posted at this "strategic" 
installation — but the ore is in any case 
smelted in the Urals, where electricity 
supplies are abundant, rather than in 
Mongolia. 

Magsaryn Chimeddorj, the former 
economic counsellor at the Mongolian 
Embassy in Moscow and now a deputy 
chairman of the State Committee for Ma- 
terial and Technical Supply, has said that 
under the Mongolian-Soviet economic 
and technical cooperation agreement for 
1981-85, output of non-ferrous metals and 
fluorspar is to increase considerably at 
mines operated by Mongolsovtsvetmet, 

' which is developing the fluorspar mine at 
Berh and opening up two new ones, at 
Dzuuntsagaandel and Borondor. Exports 
of fluorspar have doubled over the past 
five years and extraction now exceeds 
650,000 tonnes a year. 

At the year-end plan and budget session 

of the People's Great Hural (National As- 
sembly), Vice-Premier Dumaagiyn Sod- 
nom, chairman of the State Planning 
Commission, made special mention of a 
house-building combine in Ulan Bator — 
a gift from the Soviet Union — with an an- 
nual capacity of 140,000 sq. ms of housing. 
which at full capacity will roughly double 
the country's house-building capacity. 
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Jn nion.c on a iro boue. "This 
| iš the opportunity to buy from 
aviet Union additional ` industrial 
nent, materials, farm. machinery, 
"and consumer goods to the value 
ge sum in foreign exchange.” 
ording to. Erdeniyn Byambajav 
scently finance minister, now ap- 
chairman of the State Committee 
Prices and Standards), revenue earned 
‘Mongolia by Erdenet: now. averages 
riks 140 million (US$43.75 million) a 
rst Deputy Premier Damdinjavyn 
has said that the combine’ s output 
for 84. 2%. of the output of the 
golian mining industry and more than 


of the uiy s exports ee value. 
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n Soviet-aid project is the cement 
and lime works at Hotol, between 
Darhan and Erdenet. The first stage has 
just gone into operation. When working at 
full capacity, it will produce 560,000 ton- 
nes of cement and 100,000 tonnes of lime, 
meeting the country's total requirements. 
Meanwhile, development continues at 
another aid project, Baganuur coal mine, 
east of Ulan Bator. 
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Pr opaganda drawing urges Sover Mong oli am xz 
| cooperation; more aid on the way 


On the subject of aid projects in Mon- 
golta for 1984, Sodnom pointed out that 
more than halt the capual invesiment in 
the country's economy would be absorbed 
by some 30 big projects being built by 
Soviet construction organisations. Be- 
sides Hotol and Baganuur, they included 
installations at Harhiraa fodder farm in 
Uvs province. With Soviet technical aid, a 
further 70 major projects will be com- 
pleted and 50 more enterprises and farms 
rebuilt or expanded. 

Sodnom added that a number of indus: 
trial and agricultural projects would be ex- 
panded or modernised with the aid of 
other Comecon countries. It remained the 
| primary task to make cooperation more 
efficient and to ensure projects were put 
into operation on time and at full capacity. 

"The material basis for expanding the 
MPR's [Mongolian People's Republic's] 
participation in the Comecon countries’ 
| socialist economic integration and in 
creasing the country’s export resources 
lies in intensification of work to bring to 
light its mineral resources. and raw mate- 
rials, put them to use in the economy, and 
develop the mining and dressing indus- 
try." A meeting of the Mongolian-Soviet 
commission for economic, scientific and 
technical cooperation in November 1983 
paid particular attention to collaboration 
in agriculture. An integrated programme 
is being drawn up for the development of 
agriculture and the intensification of live- 
stock raising in the period up to the - year 
2000. 

Officially, Soviet aid to Mongolia will 
rise by 40% in the period 1981-85, com- 







| pared with 1976-80. According to a West- 
.ern estimate, Soviet aid to Mongolia, in 


1982 was worth US$590 million. The 
Soviet bdo and other erra coun- 
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l The successful manager. His. current achievements, 
| measured against the responsibilities he has and the 
resources he manages, are excellent. Now, how can he. 
prepare himself for the next challenge, the next job? 
In short, how can he stay ahead? | 
i7 “By making a personal strategic decision to manage his © 
— - development with the same professionalism he manages 
his job. 
This implies a a process of taking stock of one’s 
. acquired knowledge and skills, and of building on this—by 
^ tappingintonew thinking, new technology, newapproaches... 
At INSEAD, the European school of international | 
business at Fontainebleau, we have been involved in 
facilitating this process since 1968. Our general management 
programmes provide the framework for an intensive 
development process. 
There are three programmes. Each has been aice 
to respond to needs that executives, who have reached a 
certain level of responsibility and experience, can rélate to. 
The INSEAD Advanced Management Programme 
attracts senior executives with at least 15 years of puomices 
experience. | 
A four-week programme run each J uly, it broadens 
their grasp of strategic management issues in all company 
| functions. 
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Machinery, e juipment, vehicles ` 


“With the aim of ensuring the acceler- 
-ated development of leading branches of 
the. Mongolian economy," 
representative : 
.said, "during this five-year period [1981- 

85] stimulation. increments have been 
| added to the contract prices of a great 
na | | proportion of Mongolian goods, and for 
| above. plan” deliveries these increments 
are increased." The development of the | 
Mongolian economy had led to an in- | 
crease in Soviet deliveries of machinery, | 
equipment, oil and petrol, ferrous metals, E 
chemicals, building materials and con- | 
sumer goods. Simultaneously, the struc- | 
ture of MPR exports to the Soviet Union | 
has. changed. Besides traditional goods, E 
there are more and more products of li ght f 
industry, the food industry and mining, in- E. 
cluding carpets, leather clothing, woollen | 
blankets and knitwear, fluorspar, and Ip 
concentrates of copper, molybdenum and ES 
| 


The training of Mongolian workers in 
the Soviet Unions an important aspe ct of 
Soviet aid. In 1981-85, up to 2,000 
Mongolians a year are to be sent to Soviet 


-- executive (28 to 35) who has made his mark and w 
... destined to move upwards rapidly. 
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example, according to a ! 
source, total trade turnover 


amounted to Rbls 786 milli 
billion) and in 1982 to Rhis 
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"The Young Managers Programme attracts the 


These general management programmes are 
international. They are conducted in English. They bring . 
together executives from over 20 countries. They suit 
particularly people who work for international corp 

If staying ahead appeals, then why not write to | 
for further information. 

ADVANCED MANAGEMENT PROGRAMME 
4 weeks: 1 to 27 July 1984 Code AMP 
INSEAD EXECUTIVE PRO GR 
7 weeks: 8 April to 25 May 198 
YOUNG MANAGERS PR i 
3 weeks: 26 February to 16 NM 84 and 

16 September to 5 October 1984 iC ode Y MP 
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| through October. 

D made that another 













ip pursues its pier of 
| E: centre ‘Onto 


! — g% l last year, jac dm it 
yapore’s second dai dur sec- 


jen ju pi in 1 the US 3 prime rate — 


; "at dies until det US presi- 
às on 6 November." But, as 

JS. Federal. _ Reserve | 
recently. 
















lu 


F 


Sep 
poris to the Sovift Union amounted to 
Rbls 229.9 million tip Rbis 13.6 million on 


the same period in $982, while Mongolian 
imports rose fromfRbis 693.3 million to | 


Rbls 752.3 millioni 

Some 16.9% (Hbis 153-260 million) of 
Mongolian trade is with Comecon coun- 
tries other than the Soviet Union. Trade 
with Poland, for example, is panna to 
reach Rbls 17 million in 1984, a 12% in- 
crease on the 1983 figure. Bulgaria and 
Czechoslovakia have joint mining com- 








markets wait on no politician 'sconvenience, 

Singapore itself seems to be headed for 
an election this year (REVIEW, 24 Jan.), 
and the government is likely to be at some 
pains to keep the economy humming until 
after the polls. One tried-and-true GDP- 
booster has been public building. The gov- 
ernment plans 48,000 new public-housing 
| units for 1984, topping its own 1983 record 
of 40,000. 

And this year should see construction of 
the S$5 billion Mass Rapid Transit (MRT) 
system get under way inearnest. Develop- 
ers still have their hands full with private 
jobs, as they struggle to complete projects 


undertaken in the speculative heyday of | 


the now-saturated property market on 
government-mandated schedules. 
But contractors see few new private 
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{% change) 


Manufacturing 

Trade 

Transport and 
communications 

Finance and 
services 

Construction 

Overall economy 


*Estimates. ol 
Source: Singapore Department of Statistics. 





jobs on the horizon after completion of 
the current batch, and the government it- - 


self — whose hopes of financing the MRT 
through land sales have been thwarted by 
plummeting property prices — can hardly 
go on building at its present rate indefi- 
nitely. Although down from its 1982 peak 
of a 36.2% increase in output, construc- 
tion still led the economy in sectoral GDP 
growth at 27.5% for 1983. Observers won- 


der how much E ud such rates can be- 


sustained. 
Hopes are pinned on a manufacturing 
resurgence to take up some of the slack as 


construction flags. In the third quarter of | 










‘Mongolia | isa membe : 
tional Investment Bank (ITB), set up by 
the Comecon countries in 1970 to manage 
medium- and long-term credit. Under Ar- 
ticle 3 of the founding agreement, mem- 
bers' quotas in the authorised capital are 
calculated on the basis of the proportion 
of their export trade, and Mongolia's 
stock amounts to Rbls 4.5 million (in 
transferable roubles), compared with the 
Soviet Union's stock of Rbls 399 mil- 
lion. 
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(by 0. 6%, as contrasted with 1982's output 
decline of 5. 675). Much of the manufac- 
turing pickup came from such light-indus- 
try sectors as. electronic products and high- 
fashion garments. 

While Singapore' s traditional heavy in- 
dustries, such as shipbuilding and oilfield 
equipment, continue to languish, some 
light industries have been growing so fast 
that they are bumping up against limited 
plant capacity and labour shortages. 

With regard to exchange rates, the 
Monetary Authority of Singapore (MAS) 
treads a thin line between keeping the Sin- 
gapore dollar strong enough to stave off 
inflation in the almost wholly import-dri- 
ven price indices while at the same time 
keeping exports competitively priced. So 
far, global foreign-exchange trends have 
cooperated with Singapore's goals: by 
loosely pegging its dollar on a gently de- 
preciating trend with respect to the US 
unit (REVIEW, 9 Feb.), it has managed to 
retain and expand its crucial American | 
market share while keeping consumer 
price-index inflation down to 1.196 for 
1983, the lowest rate in the region. 

The. fall in import prices has been 
marked enough to allow a near doubling 
of levies on car ownership (apparently for 
policy, rather than  revenue-raising 
reasons), without overstepping accept- 
able levels of inflation. The MAS has been 
helped by 1983’s steadily buoyant. US.dol- 
lar. But any abrupt shift in the. dollar 
(widely predicted in both direction). 
could hit Singapore. —— 

Productivity, by the crude. measure of 
output per worker, showed increases in all 
sectors. A portion of these gains, though, 
could reflect a drop in the number of 
workers rather than a gain in output, Sin- 
gapore has stepped up its drive to. Tepat- 
riate the army of “guest workers” from 
poorer neighbouring countries. 

In productivity, as in export-market ex- 
pansion and such sectors as manufacturing — ^ 
and construction, Singapor chas run up o 
impressive, nde eas ) gai ourse 

cely to. | 











1983, the manufacturing sector reversed |. on 


five straight quarters of falling output to: 
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The telephone 


system 
that leaves © e$ 
nothing to 
chance. 


The information technology boom is bound to affect 
your business sooner or later. And you can't afford to 
risk being left behind. i 

That's why the TBX telephone system from Philips is the 
only intelligent choice for your future. Not only is it a modular, 
open-ended system that will grow — easily and inexpensively — 
to meet your growing needs. It’s also equipped to handle all 
other types of information technology — as and when you 
need it. 

TBX is a high performance PABX that has a lot to offer — 
systems that range in size from just 16 to as many as 900 
extensions; a multitude of user-orientated time, money 
and energy-saving features; and the added benefits of 
low installation, maintenance and running costs. 

TBX has the built-in reliability and quality you'd expect 
from an organisation with the international experience 
and expertise of Philips. 
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| would like to know more about Philips TBX telephone 
systems. Please send me detailed information. | 
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You can depend on Philips TBX to better your Type of business 


business efficiency now and in the future. 
Use the coupon to find out more today. And leave nothing to chance. 


intelligent business communications 


Philips' Telecommunicatie Industrie BV 
P.O. Box 32, 1200JD Hilversum, The Netherlands Telephone (int.) +31.35.89. 91 11. Telex 43712 
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In a worldwide competitive environment the decision to buy industrial plant and machinery is very often based on the intelligence of the control systems. 


Today, communications systems lacking the most modern electronics are unthinkable. Especially on an international scale. 
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if you believe un top-class cars, the name BMW represernis 


the progressive alternative. 


progress, shouldn't BMW was the first to realise that the future 


for exceptionally luxurious cars will depend 


z on the intelligence with which they are 
you drive a car Se 
Andsinceinthefutureeven luxury cars will 


that also be subjecttothe increasing environmental 


e e o 4 demands for greater economy and | 

believes in it H efficiency, then really discerning drivers 
should also judge cars by the way they 
match uptotomorrow's requirements, both 
in concept and in detail. 


e 
Like one More than any other manufacturer in the 
luxury car market, BMW stands for the 
of the large BMWs. philosophy of concentrating on fund- 


amentals, and of meeting the critical need 
for greater economy and environmental 
awareness through the use of 
sophisticated technological solutions. 

By exploiting the most modern engine 
technologies available, even the largest 
BMWs derive their refined performance 
from in-line 6-cylinder engines with 


ane} 
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Economy and safety through advanced electronic systems are significant buying criteria in aviation. 


That's why today international, top-class cars are being measured more and more voie ultramodern technological standards. 


The large BMWs have always stood for that kind of technical exclusivity, and the B 
ed up a new era in automotive technolog 
The result: a significant reduction in fuel consumption, more efficient emission control, instant 
engine revs. So choose one of the large BMWs. It's a car for people who don 


As far back as 1979, BMW open 


isible capacities and thrifty consump- 
uons. 
Mechanically, this engine represents the 
ideal; it provides the best basis for 
capitalising onfar-sighted, moderntechno- 
logies; and its performance flexibility is 
unrivalled. 
The turbine-like smoothness of a BMW 6- 
cylinder engine, its sporting performance, 
and its overall, refined running character- 
istics make over-large multi-cylinder 
power units obsolete. 
Naturally, the cost more or less of a litre of 
petrol is hardly the critical factor in buying 
a car in this class. 
However, it's a fact that it's exactly those 
drivers, who always insist on the best, 
who are also the people who allow them- 
selvestheluxury of developing afine 
appreciation for the signs of the times. 
And nothing is more exclusive these days 
than technological progress. So when it 
comes to a luxury car, choose one of the 
large BMWs. It offers you a concept 
which is exactly in tune with our times. 


It also makes it quite clear that you can 
still enjoy the very best without sacrificing 
contemporary relevance. 

This concept has made the large BMWs 
particularly successful all over the 

world with people who have a certain 
attitude to life: because whoever earns his 
money through greater intelligence, 

also invests it with greater thought and 
consideration. 

And that’s a freedom of action which 

has grown more relevant with the greater 
consciousness of environmental and 
energy considerations. 

Isn't that exactly the way you think? 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
BMW Building, 163, Matauwei Road, Tokwawan, 
Kowloon, Tel.: 3-7145271-5 


Indonesia: AE aloe Sakti Motor Corp., 
JI. Cikini Raya 70, Jakarta Pusat, Tel.: 332913/321375 


7-Series cars are supreme examples. 

with this range: for the first time in history a car featured digital engine electronics. 
rformance response, and exceptional running refinement even at low 
't want to trail behind technological progress. 





Malaysia: BMW Concessionaires (M) Sdn. Bhd.. 
Ground Floor, Wisma M.C.A., Jalan Ampang 
Kuala Lumpur, Tel.: 03/418555 


Singapore: Performance Motors Ltd., 896, Dunearn 
Road 01-01, Sime Darby Centre, Singapore 2158, 
Tel.: 4698800 


Brunei: Performance Company Ltd., No. 1 Bangunan 
Gadong Properties Building. 21/4 m. s. Jalan Gadong, 
P.O. Box 2394, Bandar Seri Begawan, Tel.: 20383 


Taiwan: Pan German Motors Ltd.. 349, Tun-hua North 
Road, Taipei, R.O.C., Tel.: (02) 7153101/7130173 


Thailand: Continental Auto Centre Co., Ltd. 
6, Rongmuang Soi 5, Bangkok, 
(P.O. Box 5/210, Bangkok 10500) Tel.: 214-2521-7 
Philippines: Hahn Manila, Hahn Building, A. Maceda 
Street, Samp., Manila 2806, Tel. 613298, 618110 

















Japan is where eighty percent of the world’s copiers. are. 
produced. So without doubt it's the toughest and most . 
mete copier market in bek ies ; s 
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Quality through cooperation 


„ Eicon COMPANY, LTD. 15-5, Minami-Aovama 1-Chome, Minato-ku, ye) 107, p Phone: pee 479- 3111 Fax: (03) 479-2900 7 Telex: : aK: 2625 
66455 















How Exxon Chemical protects you 
from the hard knocks of life 


By helping you ride on air — air 
trapped securely inside the tough 
rubber innertubes and tyres of the 
motor vehicle you use. 

Innertubes, or innerliners in the 
case of tubeless tyres, made from 
butyl rubber provide an enduring 
cushion of air. 

Since its invention by Exxon 
scientists in the 30's, butyl has 
become one of the world’s prime 


synthetic rubbers. It is increasingly 
heina neadi in the innerlinarc af turae 


as well as innertubes. 
Like butyl, other Exxon Chemical 
products and technology can be 


seen at work in many ways through- 


out the Asia Pacific region. 

e Polyethylene for plastics 
fabricators. 

e Plasticizers for improved qualities 
in flexible PVC products. 

e Solvents for the paint and textile 
industries. 

e Fertilizers to boost farm production. 


e AnNnitiviac ta imrnro ia tha 


performance of lubricants 

e Resins for adhesive producer: 

e Performance Chemicals to imp 
oil production and refining 

e Olefins and aromatics, the basic 
building blocks of the chem 
industry 


EXON EXXON CHEMICAL ASIA PACIFIC 
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Cargo at sea is an idle investment. 
Flying Tigers delivers your cargo fast. 


Fluctuating currencies, high interest rates and uncertain 
economies demand that profitable companies make the most of 
their cash resources. Yet major sea shipments represent significant 
investments that remain idle while in transit. 

When you ship by Flying Tigers, instead of by sea, your shipping 
time is reduced from weeks or months to days — or even 
hours. You can recover your investment as quickly as possible 
and use it profitably elsewhere. And smaller shipments require 
less money to be tied up during each delivery. 


Consider all the costs associated with shipping by sea. 
In the long run, airfreight may make more sense. 
And throughout Asia, Europe, Australia, South 
America and the U.S., Flying Tigers 
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“sage, by the name of Deng Xiaoping, 
-told the people of Hongkong that they 
|. should “put their hearts at ease” about 
the future of their unusual little home- 
stead and their investments therein. So 
‘impressed were they with the sage’s wis- 
.dom and transparent sincerity, and so 
nfident that the hitherto unmentiona- 
€ 1997 question could be now ignored, 


Of homesteads to 
throughout the length and breadth of the 
capitalist world. 
Just as the capitalists expressed their 
nfidence in the communist sage. so the 
mmunists in Hongkong expressed 
; heir confidence. 
capitalism. Capitalism in China might be 
reactionary and mind- -polluting but in 
Hongkong it was progressive. So com- 
munists. started buying back the Hong- 
‘ong farm — at top prices. 
} Then the old sage decided, that the 
time was ripe to tell the capitalists that 
their vision of “no change” for Hong- 













years of money-making, under the be- 
-névolent anarchy of a British bureau- 


se because after 1997 communists 
and capitalists, all Chinese together, 
would unite in a new symbiotic relation- 
ship. 





The capitalist hearts fluttered nerv-. 


. ously and homestead prices crashed. So 
“ again the communist cadres were sent 
forth to show faith in capitalism, some 
because they had real faith, some be- 
, cause they wanted to save the sage's 
face. So they bought, or at least an- | 
nounced they were buying, homesteads, 
shares, participations. This all made 
l poca news. 
— = The canny local capitalists only half 
R believed it. But the foreign capitalists - 
‘licked their lips at the prospect of 
another boom. The locals unloaded 
re homesteads and shares onto the | 
foreigners, who were very happy be- 
- eau ie they thought they had got great 
argains. Now everyone was happy: the 
ságe, the capitalists, the foreigners. At 
. that point, Shroff awoke. _ 
- € FRANKLY, the sight of the com- 
- munists paddling once again in the 
capitalists” pools makes Shroff sit up. 
Last time, readers may recall, com- 
 munist companies and their attendant 
banking institutions ended up taking a 
. bath. Their early investments in the 
..1978-82 “put your hearts at ease" boom 
yielded some profits — for instance Pe- 
g's property arm Kiu Kwong's pař- 
ation in residential developments 
ew ailway stations. 

























‘cracy, was not quite what he had in. 
ind. Instead, their hearts would be put | 





uL. ONCE upon a time, an old Chinese . 


t they went forth and bid up the prices _ 
levels unknown 


in the benefits of 
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But what, Shroff wonders, has been 
the fate of those at Kiu Kwong who bid 
a top-of-the-market HK$350 million 
(US$44.9 million) for godown land in 
Kowloon Bay, which is now worth a frac- 
tion of what was paid. And even when 


they have been handed cosy deals by an | 
anxious- to-please Hongkong Govern- | 


ment, Peking's big investors have not 
exactly distinguished themselves: 
China Resources building in Wanchai. 
the Western District land reclamation by 


China Merchants, China Cement Co.. | 


even the site for a new Bank of China 
building, which was granted at way 
below market at the time but is now well 
above. Communist banks also were in 
the forefront of some heady property 


lending. Worst of all was the Tinshuiwai | 


episode in which the comrades and their 
local partners had to be bailed out of a 
speculation by the Hongkong Govern- 


ment to the tune of more than HK$1 bil- 
lion, 


Shroff thus feels ill at ease when he 


| Sees the communists again start to make 
-kong, their expectations of another 100- 


or-promise huge investments which are 
unexplained. 

Recently Sin King, owned by China 
Resources and the Bank of China group. 


paid HK$178 million for a 35% stake i n] 
 Conic Investments, HK$100 million in - 


new shares, HK$78 million for part of 
chairman Alex Au Yan-din's stake. 
Conic is Hongkong's largest electronics 
manufacturer. 

The deal reduced the horrors lurking 


in the Conic balance sheet, and also the | 
problems of Au's private companies | 
whose creditors include Conic itself and | 
the Hang Lung Bank. But it remains to | 
| be seen how Au and his communist | 


| partners get along | managing a big com- 


pany in à business where you have to run | 


hard to stand still. —.— 
. One reason for Chinese interest seems 
to be that Conic will now go ahead with a 
 HK$350 million investment in a new fac- 
tory in Shenzhen, just acróss the border 
with Hongkong. Unanswered is one 
question: where will the new money 
come from? And isthe technology really 
going to benefit China? Or will it stay 
just across the border? 

The Conic deal may prove a good one 


for China. Conic's share price had been 


languishing despite the boom in other in- 
dustrial stocks. Since the deal it has shot 
up 30%, But the suspicion lingers that 
the purchase wias as much a political ges- 
ture as a purely capitalist investment. 
Even greater suspicion surrounds an 
announced purchase by another Peking- 


controlled group, Everbright. This is run 


by self-confessed _ capitalist Wang 
suangying, | ‘brother-in-law of former 
dof : state Tiy yorhaogi. | It is paying 


the | 
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paper deal put together for ofe 
frankly sees more significance i 
that Cheung Kong chairman Li 
is selling than that Everbright is. 
Although the deal. has been: 
publicised. absolutely letai 
been revealed. Thus 4 


ment with hard cash an 
bright is paying. HKS14 
Who is funding the purchas 
terms? When will the block 
The Hongkong market sho 
enough Pring 1 the last 





































E Pre 
lay ed deliver y. n 
devices which pene fly: 
ask for an explanation. 
e WANG — who also is b 
have negotiated the Conic 
followed the ICH deal by 
that Everbright had a HP. 
consortium with Cheung 
others to bid for Hongkong’ 





site went for a mere HK $380 million 
Kong/E verbri 
mysteriously, to Sine 
Everbright. Wang also said E 
would pump Patacas 340 
mil cd Mise where Er 2 } 


king rag going s publi or inje 
sets into existing shells. China 
utility company. float ab ankora 
company. Expectation of deals hy 
further spurred by the news that Sir 
Trust and Po Sang Bank have set up. 
stockbroking firm, Chung Mao. 
All this could be good for Hong 
in the long run. as well as good fc 
market in the short term. Howevet 
evidence so far is of orchest 
hype which bears an uncanr 
semblance to some of the more reg 


the end. 















utes fond. on [o^ rias 
new Ministry of International 
and Industry (Miti)-sponsored 
on goes to the Diet (Japan's parli- 
in March. 










: eting in Tokyo o on 15 February. senior 
E ials a TET that 













Ea g Commerce Lionel 
old the REVIEW that after meet- 
recent weeks with Japanese 
"Minister Shintaro Abe and Minis- 
nternational Trade and Industry 
aburo Okonogi "there is at the poli- 



















y in an 1 attempt. to du an 
t law. which has come in for 
7 criticism. Senior 
k n, the influential 
Economic Organisations, 
d to meet US Government 
u smen and state-govern- 
E ie their Fight dam, four- 






HA taxation on US. 
of foreign companies. 








SA 


ax s levied - - and may remove 


Mo ita, e of Sony. Corp. z 
the main J apanese firms affected by 
x, said: "It isa major impediment to 
noting Japanese i investment in the US 


à 


isely at a time when many Japanese 








bases i in ith : 







sure mounts for American states to drop their so-called 
ary tax system, which is hurting foreign subsidiaries 


E Pieds unless the tax is. 


Janies are eager to invest in new pro- 
| JS to alleviate. trade ef 


| and the US are. p increadingly: at. loggerheads over 
attempts by Tokyo to keep its markets closed 


+ 


tical level an understanding of our views 
and a willingness to deal with them. We 
find their proposals quite offensive, but I 
think we can work something out.” 

The sub-cabinet meeting, the US dele- 
gation to which was led by Undersecretary 
of State Allen Wallis, will be followed by a 
crucial meeting of the high-technology 
working group in Tokyo on 23 February. 
The key areas of dispute — software 
VANS and satellites — are industries in 
which US firms have a substantial 
technological edge, thus heightening 
American fears and resentment about Ja- 
panese trade practices. 

“US companies are gravely con- 
cerned,” Alan Wolf, an attorney repre- 
senting the Semiconductor Industries of 
America, told the REVIEW. “Here come 
the new issues that epitomise what 
everyone has always said about the Japan- 
ese market — that the government is 
backing Japanese industry, shutting us out 
of the market.” 





Japan is not the only nation concerned 
about the state tax. British Prime Minister 
Margaret Thatcher.complained dir ectly to 
US President Ronald Reagan about it dur- 


ing their summit meeting. The European - 


Economic Community and the Canadian 
Government have written letters to Treas- 


ury Secretary Donald Regan opposing the . 
tax. Nigeria and India are now considering : 
the unitary taxation system, and some US 


businessmen and government officials 
fear the tax could lead to widespread 1 re- 
taliation by other governments. ooe 


Essentially, the system allows an.Ame- - 


rican state to tax not only a foreign corpo- 


ration's or its subsidiary's earnings orn in- - 


state operations, but also its nationwide 
and worldwide operations. Specifically, 
taxation of the subsidiary's income is cal- 
culated according to the amount of prop- 


erty, payroll and sales of the subsidiary, | 


the parent company and: all other sub- 
sidiaries of the group; regardless of loca- 
tion. 

One case cited by Japanese business- 
men as being particularly onerous.is that 
of Kyocera International in San. Diego, 


"California, a subsidiary of Kyocera Corp...| 
zd of Japan, In March 1983 the + alfiliate, gne: 













‘would be: 10196, r I 


their own soure s. 
central bud; ret de 





the Eos d bill would iru t with a 


‘patent law covering software for only 15 


years. In addition, the legislation would: 
compel software suppliers to license their — 
programmes to Japanese firms, giving the 


Japanese companies the right to re-sell 


them without paying additional royalties. 
Such legislation would effectively shut US 
firms out of the Japariese market of which 
ae would guna: have a major share 






Eh T 


ly vehemently op- 
on of US Presi- 







dent Ronald Ri Agan i 
panies with more than 120% foreign. own- 
ership from offering VAN services to Ja- 
panese customers.’ VANs are packe 
switching data-transmission service 
which allow dissimilar ‘computers to talk 
to each other. This includes services such 
as electronic mail, éredit-card checks, 
flight or hotel reservations.— all key com- 
puter growth moussi which the US is- 
far ahead. iH 

Senior officials told; the REVIEW that- 
the 20% proposal, which-would close the 
market to US giants such as IBM and 
AT&T, is not a final one, and that top Ja- 
panese officials have indicated to the m 





















ble taxation. 










Propotents of. the u 
non-discriminatory 
tween Americ 
prevents tax evas foreign enter- 
prises and that it contributes. much- 
needed revenue to state treasuries. Many 
states have experienced: shortfalls because 
of cutbacks in their federal fund-sharing 
by the Reagan administration. The ünit- _ 
ary tax provides a new source of money to ` 
pay for a variety of social services. An esti- 
mated US$600 million in: additional Te- 


























The Beak administration | is caught in in 
a bind by the. unitary tax; On the 4 
hand, its imposition. dovetails . wi 
Reagan's campaign promises to. ge the 
federal government “off the backs” of in- . 
dividuals and states. It coinci 
efforts to encourage sta 












u me f flexibility on the 
V ANI issue are the uibem of raising the 
percentage of foreign ownership, exempt- 
ing small-scale VAN services and leaving 
a loophole that the foreign-ownership rule 
need not apply in cases where Japan has a 
reciprocity agreement with a firm's home 
country. The US and Japan do not yet 
have such a reciprocity agreement. 


he issue of satellites is one on which 

Japan has indicated the least flexibility, 
according to USvrofficials. At present 
Japan produces no satellites, while the US 
is the acknowledged world leader in the 
field. The recently!concluded US-Japan 
telecommunications ‘agreement did not 
resolve the dispute. Nippon Telephone 
and Telegraph (NTT) needs four-tonne 
satellites, and thé/US produces the most 
sophisticated. Urider Japanese law, a Ja- 
panese firm must bethe prime contractor 
for satellite development. 

This does not entirely freeze US firms 
Jut of the market; however. Both Ford 
ind Hughes haveoiwon contracts from 
ajor Japanese firms to develop satel- 
lites, and Ford has built two satellites for 
Mitsubishi. The sátéllite affair has been 
raised by the USdas an industrial-policy 
issue, not as an NTT procurement issue. 

There are indications, according to US 
industry analysts, that NTT and some pri- 


Morita: ‘a major impediment.’ 


tical philosophy of a “new federalism,” 
with a clear distinction between states’ 
rights and federal laws. 

On the other hand, the tax threatens US 
economic relations with many of its main 
trading partners. Ironically, the con- 
troversy has erupted with Japan at a time 
when US negotiators have begun talks 
with Tokyo on increasing bilateral invest- 
ments in both countries. “One of the key 
elements in the partnership is the invest- 
ment relationship,” said one US official. 
“This is an . . . important element in de- 
veloping an investment presence and mar- 
kets in Japan." 

The Japanese have been unusually vig- 
E gonn, Hak E pener against the tax. 
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policy, because since Tókyo is far behind, 
inability to buy foreign satellites puts Ja- 
panese firms at a disadvantage. But the 
complicated issue is tied to current moves 
to deregulate the domestic telecommuni- 
cations industry in Japan. 

In regard to the US request to partici- 
pate in the board governing Japan's de- 
clining industries — part of the continuing 
dialogue on industrial policy — Olmer 
told the REVIEW that discussions with 
Okonogi were misreported in the press. 
Olmer said that the Miti chief thought it 
was an acceptable idea. 

While Olmer concedes that US firms 
may not be greatly interested in investing 
in declining Japanese industries, he argues 
that they may be interested in some ter- 
tiary sectors, and also that better US 
knowledge of how Japan calculates pro- 
ductive capacity, makes assumptions 
about imports and sets terms under which 
products could be sold, would ease con- 
cerns about industrial policy. 

^I don't think we'll solve all these things 
with absolute clarity," said Olmer, "but 
progress is possible." If some accommo- 
dation on the outstanding high-technol- 
ogy issues is not made, US officials fear 
that a new round of protectionist tensions 
— exacerbated in this US presidential 
election year — may be in store. R) 





They have declared that 
any future American- 
based investments will go 
to states without a unitary 
tax. (Currently, 238 Ja- 
panese capital-affiliated 
enterprises operate in the 
US, 56% of them in states 
which impose a unitary 
tax.) Keidanren chairman 
Yoshihiro Inayama said 
just before his group’s 
mission left for the US that 
many Japanese companies 
were holding back on new 
investments or expansions 
of existing facilities be- 
cause of the unitary tax. 

Last year the US Sup- 
reme Court upheld the 
legality of the unitary tax, 
dealing a blow to those 
seeking its revision or 
abolition. But two US senators have sub- 
mitted bills calling for the abolition of the 
system. A special presidential commission 
is examining options to the system. (The 
American Chamber of Commerce in Japan 
also has expressed opposition to the unit- 
ary tax.) 

Despite concerted opposition and clear 
threats’to future investment flows, it re- 
mains uncertain whether any substantive 
change will be made soon on unitary 
taxes. American states now have the 
strongest champion of their rights in de- 
cadés, and he is sitting in the Oval Office. 
As any’ ‘student of the American Civil War 
knows; States’ rights remain one of the 
strongest political forces in the US. Oo 
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Rumblings - 





from afar 


Bankers in Singapore view 
with misgivings tremors 
from a Dubai-based empire 


By Lincoln Kaye 


Singapore: Property-market. observers — 
and bankers are keeping a nervous eye on - 


the tottering fortunes of Dubai entre- | 


The embassy site: loans are covered. k É 





preneur Abdul Wahad Geladari, whose 


bankruptcy back home in the United Arab - 


Emirates threatens an interruption of con- 
struction on two primessite Orchard Road 


shopping-cum-office complexes. 
ling S$250 million (US$117.5 


collateral. 
The high-flying tycoon broke with his 


two elder brothers to launch an indepen- - 


dent, Dubai-based business empire that 


It also | : 
could kick into default bank loans total- — 
million) — 
against which the properties are held as" 


j 
] 
} 
i 


included a bank and a motor-car dealer- — 


ship, plus hotel and property interests. In — 


the process he ran up US$800 million- 
worth of debts, of which some US$300 
million was owed to his Union Bank of the 
Middle East, which has since been taken 


b 


over by the UAE Government. Bankers _ 


in Singapore — including the Bank of- 


Tokyo and Hong Leong Finance, which 
led his local bank group — fear that if his 
Dubai creditors attach his local assets, his 
debts here also could go into default. 


But banking sources in Singapore con- : 
sole themselves with the thought that the rg 


local loans are amply covered by the pro- 
jects that represent their collateral. One 
of the sites, formerly thë Indonesian Em- 
bassy, is believed to be worth about S$200 
million, while the other plot (on which the 
old Forum Hotel once stood) was ac- 
quired for S$88 million in 1982. 

Bankers also take comfort in the gener- 
ous capitalisation of the two companies 
created by Galadari's agents here to deve- 
lop the two properties. Wisma Develop- 
ments, which is building on the Indone- 
sian Embassy site, has a paid-up capital of 
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ie s rud that their spanned 





; a won the S565 million < 

Forum. The contractors are Boi by 

formance bonds to complete. the jobs. 
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i family "ikanwer cgüld throw the 
ore ‘Joans: into technical default, 
the agreements stipulate against any 
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By Susan Manuel 


Honolulu: The 4 February referendum on 
whether to re-zone and complete the half- 
built Nukolii resort on the island of Kauai, 
Hawaii, may have been the first public 
poll in the United States financed by a 
foreign company. The resort developer, 
Hasegawa Komuten (USA), a subsidiary 
of Japan's Hasegawa Komuten, backed 
the winners. One of the biggest con- 
dominium concerns in Hawaii, Hasegawa 


loaned the  pro-development citizens. 
group Kauaians for Nukoli (KFN) 


US$40,000, which was given to the county 
of Kauai to pay for a special vote on the 
fate of the stalled project. 

Hasegawa also was the biggest spender 
during the campaign, with contributions 
of US$110,000. If the results are verified 
and building permits issued, work can re- 
sume on the project halted 18 months ago 
by residents of the "garden isle," backed 
by the Hawaii Supreme Court. But oppo- 
nents have vowed to challenge the out- 


come in federal court, as it has raised |. 
| major questions about private financing of 





that the decree is devised to revive the 
Taipa City project, the developer of which 


is Sociedade de Investimento das filhas. 


apanese development company is — of tampérinia: ^ 
ith US denmiocracy to get a Kauai complex off the ground | 


(SII) of Macau, 90% -owned by Trafalgar- 


For a long time, Trafalgar has been say- 


ing it is ready to market provisions to.| s 
Hongkong Chinese who seek settlement | still 
in a foreign territory when confronted 


with the prospect of China's resumption of 
sovereignty over Hongkong in 1997. 
Under Portuguese law, residence in 
Macau is equivalent to residence in Por- 
tugal, provided the individual concerned 
can submit evidence of means of igequate 
income in Portugal. 

The first requirement poses a problem 
for Hongkong Chinese, because as ethnic 
Chinese they have unrestricted access to 
Macau, which also means that their entry 
and stay in Macau does not appear on offi- 
cial records. (Macau is Chinese territory 
under Portuguese administration.) To ob- 
tain official recognition of his Macau resi- 
dency, the Hongkong Chinese must estab- 


lish evidence of social and: economic: elinks. 


in Macau: 


| requir 


"committed to paper: 







such polls and the state's absentee ballot- 
law. Nukolii may still face months, if not 
years of limbo. 

Although other resorts are sprinkled 
along the verdant. Kauai coast, and the 







dominium igh ly elephan 
standards, the symbolis of Nukolii pie 
on epic proportions: over its 10° years of 
stunted growth. The 25-acre complex be 
came a windy Waterloo where environ- 
mentalists and lovérs:óf- one of Hawai 
last truly ipone ures Cites took on big bus- 
iness. 
In the past two Wears, the future ©- 
Hawaii's economy also seemed to hangi 
the balance, at least to-the promoters ana 
defenders of the state’s business climate. 
If the public could stop a US$50 million te- 
sort in mid-stream, with US$4.3 million 
already spent on planning and a ghost con- 
dominium and hotel foundation in place, 
who would commit more big money to. the 
capital-short islands? . | 
The Proa of. vested rights that 
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Trafalgar aims to: R both. the. 
Macau economic link, t: it 
vidual for a Macau resi 
means of subsistenc 
ify the individual for a P 
dence permit. Trafz gar’ » Sale t 
includes a Taipa City: partment and a 

companying right to purchase shares 








Portugal-based subsidiary of Trafa gar. 

| To date, Trafalgar's scheme has not been 

no sales prospectus. 
S have. been un 


or physical apartm 
veiled to the r ficia a | 







1é iore information and 
guarantees to. protect buyers’ interests. 
Trafalgar's prospectus. was lodged with. 
the department in March 1983. 
The 178,000-sq. m. site on Taipa was 
granted to SH on a renewable 25-year 
lease in March 1980 and ground was said: 
to have been broken later that month. But 
that is about all that has'so far happened 
on the site. The Taipa:City contractor, 
Wong and Tung International, stopped. 
work more than-a year ago and in Ma 
1983 filed a writ for HK$11.7 million 
(US$1.5. million): against Trafalg 1 
non- payment of fees. -~ 
ipia s m of a wa 












foreign corporations had come to expect 
in the US had been seriously threatened, 
state economists and financiers warned. 
Nukolii had given Hawaii an “interna- 
tional black eye,” Kent Keith, director of 
the state’s planning and economic deve- 
lopment, told Kauai’s Rotarians last year. 
He said Hawaii had earned a reputation as 
a place where “the rules will be changed in 
the middle of the game.” 

The recent referendum on Nukolii was 
not the first and it may not be the last. In 
November 1980, the citizens of Kauai 
voted nearly two to one to reverse a Kauai 
County Council decision two years earlier 
to re-zone the 25 acres of former dairy 
land from agricultural to resort purposes. 
But, despite the approaching poll, the 
county issued building permits and con- 
struction began.,. Hasegawa donated 
US$500 ,000 to the county’s general fund, 
intended to cover costs of infrastructure, 
and signed a US$2 million letter of credit 
with the county for a water system. Also, 
100 condominium units were presold at 

tices of up to US$350,000. 


uilding continued after the voting until 

the Hawaii Supreme Court called a 
halt in 1982, disagreeing with the de- 
veloper’s claims to vested rights. The US 
Supreme Court refused to hear an appeal 
brought by Hasegawa and backed by legal 
briefs from the National Association of 
Homebuilders and National Association 
of Realtors. The matter was sent back to 


odel of the Taipa project: a gateway to Europe? 


mum preference share in Finc, the Por- 
tuguese-based, 90%-owned Trafalgar 
subsidiary. Taipa City flats were initially 
aimed at the top of the market, with 
charges ranging from HK$948 a sq. ft for a 
small unit to about HK$677 a sq. ft for the 
largest. Prices have been reduced several 
times since and the latest quote released 
by Trafalgar vice-chairman John Wu is 
HK$350-360 a sq. ft, about 50-6096 lower 
than earlier indications. 

Other aspects of the project may be 
trimmed if Hongkong people do not 
scramble to purchase apartments. Taipa 
City's blueprint has mapped not only 47 
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the Fifth Circuit Court on Kauai, where it 
has yet to be heard. 

It was a victory for grassroots liberals 
and the “little guys,” bitter over the high 
profits and questionable tactics employed 
by a group of judges and politicians who 
secured the land and sold it in 1974 to 
Pacific Standard Life Insurance Co. of 
California. (Hasegawa was brought in as 
partner, then project developer, after the 
county council approved the resort zon- 
ing.) 

Construction revenues dropped around 
the islands in 1980-82, falling by 16.5% to 
US$1.1 billion as the economy generally 





residential blocks with a gross floor area of 
more than 850,000 sq. ms, but also com- 
mercial complexes, shopping arcades, a 
police station, a fire station and a bus ter- 
minal. It was estimated that Taipa City 
would absorb some 33,000 people, mostly 
Hongkong buyers investing against a 
change of government in the territory. 


(ego of the sale-and-purchase 
agreement are still being worked out by 
Trafalgar. The draft prospectus carried no 
guarantee regarding the completion and 
delivery of Taipa City property, though 
provisions were made for the subscription 


took a dive. On Kauai, 650 people held 
construction jobs in 19 82, half the number 
of two years earlier. The sugar industry 
that brought Japanese. and Filipinos to the 
island and carpeted it:; mountainside fields 
was faltering. Tourisr n was on the upswing 
until Hurricane Iwa. devastated Kauai's 
classiest resort clistri ct in November 1982. 

The exclusive corr iplex at Nukolii prom- 
ised jobs, US$14 million in annual re- 
venues and US$3500 ,000 a year in property 
taxes. The 350-rocom Hanamaulu Beach 
Hotel at Nukolii would be Hasegawas 
first hotel on the is lands and its 10th major 
project since in.cor porating in Honoluluin 


money for Finc s'hares to be deposited in 
an escrow acccur it, pending a decision on 
the Portuguese: rı »sidence application. 

There also is rio written guarantee that 
the individual's right to apply for a resi- 
dence permit wi Il be preserved if the spe- 
cial recognition given to the project is re- 
voked by the M facau Government. Any- 
one familiar wit h Portuguese bureaucracy 
would harbour reservations as to just how 
long it might tal «e an application to be pro- 
cessed by first: the Macau Government 
and then the P. ortuguese Government. 

In processi ng residence applications 
from Hongko ng Chinese, Lisbon would 
have to exerc ‘ise caution in order not to 
incur the wra th of Peking. Furthermore, 
Lisbon's per! mission for Trafalgar's offer 
of Portugue se residence for a sum of 
money rnay compromise that country's 
own appllica tion for a seat in the European 
Economic € ‘ommunity, which allows free- 
dom of rnovement and employment 
among its r nember nations. 

Interest in the development of Taipa 
City lies le: ssin what it can offer Hongkong 
Chinese: p eople than in whether the pro- 
ject can sa ilvage its cash-tight parent, now 
an estinna ted HK$500 million in the red. 
Trafalgar and its lenders reached an 
agreemen it for an 11-month moratorium in 
early Oct ober 1983. It is well known that 
Trafalgar ’s survival hinges solely on the 
successfu || marketing of Taipa City. 

Now, y with only six months to go before 
the grace > of its lenders expires, Trafalgar 
has yet t; o pull Taipa City off the ground 
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-The China 
Official Annual 
Report 1982/83 


All the informa:tion 
. on China you'll ever 
y Bes 

Now only US$61).00 


: 7 ^" 
The 939-page China: Official Annual Report is without 

dc oubt the single mo:st complete reference work ever 
'oduced about China. Its contents range from the land 
ind its people to business, economics, finance, culture, 
education, politics, scierice and technology and countless 
; ther subjects. 
Vhat is it? 
id he result of thousancls of man hours the COAR 1982/ 
83 was written and edi tecl by the New China News 
C ompany, a group of cleclicated professionals who know 
io hina intimately. The iresult is a book of unmatched 

DI readth and depth. 
Who needs it? 
€ Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousand: s of facts and bits of information 
at your immediate dispo sal. And like its companion 
publication the COAR i:s essential to businessmen, 
- financiers, students, proi fessors and virtually anyone with 
need to know or a keen) interest in China of today. 
I inei use of charts, ma; ps, tables and colour photos 
me akes the COAR enjoya ble as well as informative 
eading. 
Ho w to get it 
ij or E T your copy(s) now b: y simply completing the 
)up on below and returnir 1g it together with the indicated 
Baye ient of US$60.00 (or t. he equivalent in local 
cu frency) 


|. , Send to: Name: 
; Address: 
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Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China’s legal system. 
Now only US$85.00 





The continued redirection of China’s priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China’s legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send © 
together with your payment in the amount of US$85. 00 
(or equivalent in your local currency) per copy to the 
indicated address. 


Order both bi voks and save US$15.00. Clip and mail this coupon today! Send to: 


1 A) [] Please send ........ c opy(s) of | B) O Please send ........ copy(s) of | 

24 The China Official Annual ithe Lew Amunal Report | Pep Dee ee | 
Report 1982/3 for ' which I China 1982/3 for which I [] Please send ......:. set(s) of both 
enclose US$60.00 p eir copy. | enclose US$85.00 per copy. | The China Official Annual | 
For surface mail de. livery For surface mail delivery Report and Law Annual Report ! 
add US$7.00, for ai rmail | add US$7.00, for airmail | of China 1982/83 for which | | 
delivery add US$17. .50. delivery add US$17.50. enclose US$130.00 per set. ! 

| For surface mail delivery — 


add US$14.00, for airmail 


Bears ccd HIA 155314 57 | | delivery add US$35 00. 
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1973. Its Hawaii revenues were projecte 
at US$90 million in 1981. — . 


Some say the passions that swept the is- 
land’s 40,000 residents over Nukolii were 
spent when Hasegawa and the newly 
formed KFN revived interest in another 
poll late last year. But even before polling 
day, the electoral process was under criti- 
cism from public-interest groups such as 
Common Cause, which called the liberal 
use of the state's new absentee ballot law a 
travesty of democratic voting philosophy. 
In 1981, the state removed conditions such 
as illness, unavoidable travel or religious 
observance from voting by mail. Such a 
free system could subject voters to coer- 
cion, critics of the new law charged, let 
alone the “enticement” pro-development 
Kauai campaigners freely admitted to. 

_ The absentee ballots carried the day. 
KFN had printed and mailed 12,600 ballot 
request forms to names they considered 
sympathetic to the resort. This and a 
media blitz orchestrated with the help of 
Governor George Ariyoshi's long-time 
campaign coordinator, who chaired the 
V FN, modernised Hawaii's traditional 
ampaign strategy — standing along road- 
-.des holding large signs and waving. 


M the highest absentee turnout in Ha- 
waii's history, 3,820. of the 4,638 mailed 
ballots approved of the re-zoning needed 
to legitimise the development. Had only 
the votes cast in the polling booths been 
counted, the Nukolii resort would have 
suffered its second electoral defeat. When 
the final votes came in by boat from the 
private island of Niihau that night, the re- 
zoning had been approved by a vote of 
8,476 to 5,917. 

State Representative David Hagino has 
since introduced a bill in the state legisla- 
ture to restore the pre-1981 conditions on 
absentee ballots. But more disturbing to 
state Lieut-Governor John Waihee and to 
opponents of the development was the 
private funding by Hasegawa, which con- 
tributed the lion’s share of the 
US$200,000 in campaign donations to 
AEN. Some 25 other Japanese companies 

hipped in a total of US$12,215. The rest 
came from Hawaii unions, contractors, 
engineering firms and banks. 

KFN outspent the anti-development 
citizens group's Save Nukolii committee 
by a 35-1 margin. It was apparently the 
most money — more than US$30 — ever 
spent per vote in a US election. County 
council member Jeremy Harris said: *The 
main issue is what's happened to our 
democratic process. Can a foreign inves- 
tor come in and buy a special election in a 
US county?" 

Kauai County Attorney Michael Belles 
said it could be years before the Nukolii 
issue is resolved. But already developers 
have taken heart. Keith says he is “de- 
lighted" with the outcome. Gerard 
Sakamoto, president of the General Con- 
tractors Association of Hawaii, said buil- 
ders will now begin a “public awareness” 
campaign on the needs for planned 
growth. But he cautioned that other pro- 
jects could fall prey to the state’s muddled 
position on vested rights. Oo 
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Leaning on the link 


Renewed confidence in the Hongkong dollar leads to rumours 
of revaluation — though that might not be the right move 


By Philip Bowring 

Hongkong: A turnaround in sentiment in 
favour of the Hongkong dollar has led to 
speculation that the currency, linked to 
the US dollar at HK$7.80:US$1, will be 
revalued. However, a more logical re- 
sponse to the situation would be to alter 
the link to a basket of currencies (Shroff 
REVIEW, 12 Jan.) as the only way to 
achieve a stable long-term exchange rate 
while allowing sustainable lower interest 
rates. 

(Since 1 October 1983, when a direct 
link to the US dollar was introduced to 
stem a panicky flight from the local unit. 
the note issue has been redeemable at the 
HK$7.80 rate. Although notes only form 
10% of broad money supply, the actual 
market rate has since been close to 7.80.) 

A flood of Hongkong dollars washing 
around the money market after the Lunar 
New Year holiday drove interest rates 
down to levels not seen for a long time: 


Bremridge: the emphasis is on stability. 





overnight rates crashed to 1.596 and 
three-month rates to 7.25%, or 2.25 per- 
centage points below equivalent Eurodol- 
lar rates. Despite this, in the foreign-ex- 
change market the local currency stood at 
a premium to the 7.80 link, at one point in 
London rising to 7.75 before falling back 
to 7.78. This was the result of speculation 
that the link would be shifted upwards. 
perhaps to 7.50. 

The steep fall in money rates prompted 
a further 1.5 percentage-point reduction 
in cartel-determined bank interest rates 
on I5 February. This was the third cut this 
year, making a total reduction of 3.5 per- 
centage points. Prime rate is now 10%. 


S3AU TVIONVNI 


The strength of the local currency was a 
result of continued unwinding of short 
positions taken last year when the Hong- 
kong dollar was under severe pressure, of 
repatriation of buoyant export earnings. 
of capital inflow into the rising stockmar- 
ket and latterly of some punting on a re- 
valuation. While money has been flooding 
in, demand for it remained depressed, 
primarily because of the still-gloomy out- 
look for much of the property sector. 

Revaluation seems unlikely. Although 
Financial Secretary Sir John Bremridge 
said, when the link was introduced, that 
the Hongkong dollar would never be de- 
valued against the US unit, it might con- 
ceivably be revalued. However, Brem- 
ridge said the emphasis was on stability. 
Provided that confidence in the political 
outlook is sustained, the Hongkong dollar 
could readily sustain an appreciation, par- 
ticularly if the US dollar proves finally to 
have peaked. However, the last thing the 
Hongkong Government wants to be seen 
doing is succumbing to market expecta- 
tions of a revaluation. This would create 
the impression that the link can be subject 
to pressure — downwards as well as up- 
wards. 


I? the short term, lower interest rates will 
take the heat off upward pressure. In 
the longer run, if the market perceives 
that the 7.80 link will remain. then there 
will be no advantage in holding lower- 
yielding Hongkong dollars over the US 
currency. There would then be capital 
outflow which would force interest rates 
back up to equilibrium with US rates. 

Alternatively. demand for Hongkong 
dollars would rise as arbitrageurs bor- 
rowed Hongkong dollars to buy higher- 
yielding US dollars. An outflow would be 
accelerated if local holders of Hongkong 
dollars perceived that the US currency will 
weaken rapidly while the Hongkong dol- 
lar remains pegged to it. 

The only other possibility is that funds 
would remain in Hongkong, which would 
become awash with speculative money. 
This could only surge into the stock and 
property markets. creating temporary 
mini-booms but doing little to bolster 
long-term investment. There is absolutely 
no way that the Hongkong dollar can be 
held stable over time against any given 
currency while having interest rates sig- 
nificantly lower than those obtaining for 
that currency. 

A revaluation against the US currency 
would provide a quick gain to those long 
of the local currency. but would do no- 
thing to enable Hongkong to escape from 
the interest-rate tyranny of Reaganomics 
and achieve permanently lower interest 
















. . rates. The only way to do that is to peg the 
-currency either to a single currency which 
"d enjoys lower interest rates — such as the 
— yen — or, more logically, to a basket of 
"currencies. In the medium term this would 
* “enable prime to stabilise in the 8-10% 





|. — bility of the banking system. 


range. Although inflation in Hongkong 
remains in double figures it will soon fall 
sharply as the effects of last year's fall in 
the Hongkong dollar will soon have 
worked themselves through. 

Lower interest rates also are needed by 
the government, which is expected to an- 
nounce a large borrowing programme in 
its budget. due at the end of February. 
Given the present climate in the money 
market. it would make no sense to borrow 
abroad while local liquidity is so high. 

The recent fall in interest rates has also 
further exposed the futility of the present 
cartel system operating under a fixed ex- 
change rate. Very low money-market 
rates were a boon to foreign banks, which 
were badly squeezed last year when 
money-market rates were far above cartel 
rates. Now the situation is reversed. Both 
the Hongkong and Shanghai Banking 
Corp. and the Chartered Bank cut their 
deposit rates before the cartel — which 
sets maximum, not minimum rates — 
moved into line. 

The cartel is now more than over-ex- 
posed as a margin protection racket for 


— local banks. Introduced after the 1965 


banking crisis, it now has little or nothing 





the sta- 


to do with its original purpose 


FarEasternEconomic 


The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


needless searching for information. 


ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment. 

Name 


Address 
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Better late than never 


After drifting for a year, Seoul's stockmarket opens 1984 
on a spurt of buying interest that takes many by surprise 


By Paul Ensor 

Seoul: Having ended 1983 in the dol- 
drums, the Seoul stockmarket opened the 
new year with a mini bull run which has 
surprised many analysts. The boom fol- 
lows a very shaky 12 months, in which.a 
string of financial scandals and two major 
disasters abroad — the downing of a South 
Korean airliner by a Soviet fighter and the 
bomb explosion in Rangoon which killed 
17 South Koreans — sent prices reeling. 

While the increasingly broad-based na- 
ture of the market upswing and the good 
prospects for the South Korean economy 
as a whole in 1984 suggest the current rally 
may continue, the problems of the past — 
the market's small size and the dominance 
of a few large, speculative investors — 
should temper the heady optimism. 

Huge amounts of cash have flowed into 
stocks during the current buying spree. 
Downpayments to brokers have more 
than trebled from Won 30 billion 
(US$37.98 million) in mid-January to 
Won 100 billion at the end of the first week 
of February. Turnover has risen to record 
levels, peaking at 53.8 million shares 
traded on 7 February. At the same time, 
prices have seen a steady rise. Led by elec- 
tronics, food and beverage and construc- 
tion issues, the composite index has put on 
14.35 points since the market opened for 
the year, to 131.08 at the end of trading on 
10 February. (On the same day 12 months 
earlier, the index stood at 121.28). 

Much of the new confidence in sec- 
urities has stemmed from expectation of 
government measures aimed at stimulat- 
ing the market. In the customary series of 
policy announcements by the government 
for the coming year, stern warnings re- 
garding future crackdowns on property 
speculation and the unofficial, or kerb 
money market — major investment alter- 
natives to stocks — have received a strong 
billing. 

In addition, officials are airing ideas re- 
garding possible measures to encourage 
the growth of the stockmarket, which may 
include tax benefits for companies making 
new issues and for small investors pur- 
chasing stocks. However, none of these 
schemes have actually been put into prac- 
tice. As Kim Jae Ryong of Dong Suh Sec- 
urities put it: "The government is hiding a 
lot of cards, and there is no need to show 
them while confidence is so high." 

The government's strong words have 
contributed to a lull in the property and 
kerb markets, though other factors also 
are at play: the current oversupply of of- 
fice space in Seoul is slowing investment 
interest in that important area of property 
development, and the successive scandals 
of 1983 have slowed activities on the kerb 
market in any case. 


The low level the market had reached 
by the end of last year, with more than 
4096 of companies listed selling at below 
par value, has indirectly contributed to the 
burst of activity in 1984 — stocks generally 
are seen as undervalued. (As at January 
there were 329 companies capitalised at a 
total of Won 3.44 trillion listed on the 
stock exchange, compared with 332 
capitalised at Won 2.83 trillion a year 
ago.) Favourable 1983 results posted by a 
number of companies also have helped. 
Another reason for the sudden interest in 
shares lies in South Korea’s tax structure: 
dividends, not capital gains, are taxed, 
and many shareholders avoid taxes on d 
vidends by selling out in December, onl 
to repurchase in the New Year. 

Some analysts have dismissed the up- 
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flows in. 


swing as overly speculative. They point t 
the fact that even on some of the market's 
best days, prices tend to have been 
brought down slightly by closing time as à 
result of profit-taking. Some sectors have 
seen spectacular gains in recent weeks al- 
most purely on the basis of speculation. 

For example, construction shares have 
risen 28.3% as a sector, largely on 
rumours that the government intends to 
take measures to rehabilitate some con- 
struction firms under financial pressure 
owing to the downswing in the Middle 
East market, and on talk regarding the 
possible participation of South Korean 
construction firms in a massive liquefied 
natural gas project in Alaska. 

Another striking success story in recent 
weeks has been the rash of purchases of 
food-and-beverage and pharmaceuticals 
shares following announcements in 
January of two major joint ventures be- 
tween South Korean and United States 
firms in the field of bio-engineering. Fol- 
lowing the announcements, by Cheil 
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an analyst at Daewoo Securities, is that 
th index will slip.by around 10 points in 
the: term before it continues basically 
ds to close the year at around 140. 
Indeed, the market's inherent weak- 
nesses make conservative. guesses the 





shareholders on the Korea Stock Ex- 
change totalled 682,000, about 280,000 
yn from the 960,000 registered at the 
end of 1978. Although | this amount has no 
doubt grown slightly in recent weeks, it re- 
ins perilously small and easily swept 
gby the whims of a few so-called big 
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vC alco surges ` 
Australian aluminium: group: íComalco 


boosted its 1983 earnings to A$26.4 mil- 
lion (US$24.15 million) from the 1982 


level of only A$5 million. owing to a 


surge in world aluminium prices during 
1983. This was reflected in group re- 
venue, which rose to A$917.1 million 


(previously A$738 million). The group - 


tax bill, however, jumped to A$43.6 mil- 
lion (previously A$18.5 million), though 
the impact of this was partly offset by a 
drop in the interest bill to A$36.5 mil- 
lion, from A$45 million previously. Re- 
flecting recent capital spending, the de- 
preciation provision was boosted to 
A$64.8 million, well up from.the former 


level of A$46.3 million. A final dividend. 


of 2 A cents a share (previously 1 cent) 
has been recommended, taking the an- 
nual payout to 3 cents a share (previ- 
ously 2 cents). — BRIAN ROBINS 


Aggressive Siam 


The Siam Commercial Bank, fourth- 
largest in Thailand, posted a Baht 315 


million (US$13.7 million) after-tax pro- 
| fit in 1983, up 24.3% from the previous 


year. Under an aggressive growth po- 


licy, deposits grew 35.5% to Baht 31.5 


billion at the end of 1983 while lending 
rose 38.3% over the same period to Baht 
30.5 billion. | 

The expansion in both deposits and 
lending was greater than the aggregate 
growth. of the Thai banking system. 
Meanwhile, assets grew 31.8% to Baht 


| 43.4 billion. The bank's Baht 300 million 


registered capital at the end of 1983 was 
raised by Baht 107 million in January. 
— PAISAL SRICHARATCHANYA 


| Ming Court succumbs 


 Singapore's 


s Ming Court Hotel has be- 
come the latest company to reflect the 
woes of the republic's hotel industry. 
Pre-tax profits for 1983 were down 

nearly 50% to S$5.5 million (US$2.6 
million) on turnover that was down 29% 
to $$22.5 million. Occupancy rates at the 


hotel, which is controlled by Malayan 


United Industries, declined to 73% from 


86% in the previous year. Nonetheless. 


the directors declared a 1895 final di- 
vidend, ees the payout for the year 
to 30%: .. — LINCOLN KAYE 


MIM in retreat 


Large Australian base-metals miner 
MIM Holdings reported.a sharp drop in 
net profit to A$6.16 million (US$5.75 


million), previously A$10.3 million, for 
the six months ended 11 Dec. 


1983, 
owing to sharply rising costs. Revenue 
during the period rose 35% to A$412.6 


j|, million, up from A$304.9 million in thé | 
comparable period a year earlier. Re- - 
flecting. a sharp j jump in operating costs | 
to A$339.4 million (up from A$261.7 
million), pre-tax cárttings fell to A$7.7 | be held in Seoul. 


— : 


| 
| 
7 | 
| 


million; down 


































lever of odo 34 


AM ng Even | 
share for the half w 
directors declared an 
dividend of 2 cents a share. 


Despite poor S cand 
general, p i 
Corp. and Tog o siu oc Mi 
formed well in 1983. 
come more than treble 
lion (US$20. 5 million) H 
year's P88.2 million, while 1 
come jumped almost 7.5 tim 
million from P1.6 million, Bo 
panies cited peso devalüations 
and October as a positive factor in 
earnings performance. 
According to Benguet, 48% of its fc 
income came from its contract o 
mining operations in San Mare 
(Zambales, west central Luzoni. 
from its own gold-mining operati 
Acupan (Benguet. northern 
and 13% from tts share in profit 
gineering Equipment Inc., à subs 
Itogon said it milled a greater té 
and achieved a higher rate of 
silver recovery last year but it 
details. 


























RS Corp... the first of Se 
Korea’s construction giants to ente 
Middle East — with a Saudi Aral 
contract in 1972 — is beginning to f 
the pinch of the shrinking. market in th 
region with a 20.6% drop i in its Overse 
contracts in 1983 compared to a 13; 
drop for the industry as a whole, Sar 
whan's total overseas contracts last ye 
were valued at US$467 milien, the 
sixth-largest among South Korean con-> 
struction firms. — — | 

At the end of 1983. overseas-constrün 
tion sales comprised 7 7% of tote 
thus the 12.4% increase in domesti 
tracts, which reached Won 101.2 5 
(US$128.1 million). was small con 
tion for the slump in overseas sa 
However. thanks fo current proj 
turnover in 1983 increased to Won- 
billion, up 35.7%., while pre-tax prof 
rose from Won 17.3 bilhon to Won 17.8 
billion. 

While some of its projections for fu- 1 
ture overseas sales appear somewhat ops 
timistic, analysts agree Samwhan : | 
a good chance to benefit from a nun 
of major domestic projects in comit 
years, including facilities for thi 
Asian Games and the 1988 8 Olym 


































KONG: Profit-taking dominated the period, 
sing the heady gains of the previous period. The 
g Seng Index lost 6:3% of its value to close at 
12.36. C able and Wireless SUCCES eh bid for a 












3 counted, though brokers said the move was partly 
Pooh ed the b ps SpA high turnover on 7 Feb. 





on). Total turnover for the period 
average of HK$448.2 2 million 











of Soviet leader Yuri Andropov 
ied spiri 8) despite expectations of a fresh 
of local interest-rate cuts. 





0: The selling tide in New York affected 
despite the absence of major negative factors. 
gners were largely net sellers on the Tokyo mar- 
sightening the anxiety of local investors who 
looking to foreign buying in the past several 
as an important stimulus to the bull market. 
Depository Receipts issues declined as 
id in New York, and other blue chips were 
ling pressure. Some banking shares were 
Many investors appeared to be waiting on 
nes, watching for signs of a recovery in New 
| € Nikkei-Dow Jones Average closed at 
7 drifting below the psychologically signifi- 
evel. Turnover was low to moderate. 
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appointment over the fizzle of 
New Year rally and anxiety over 
line. knocked the market into a 

pin with Fraser's Industrial Index losing 
points to close the period. at 5,850. Investors’ 
iishiness was aggravated by widely reported ill 
ed by technical analysts who follow the 
imes Index, which exhibited an ominous 
Op" formation. All but the more speculative 
ted the market, with the result that 
lue chips saw their share prices drop. DBS, 
id Carlsberg each lost 40 S cents (19 US cents) 
it 5$9 Mus S$7.60 and S86. 70 respectively. 















































new scrip issues. Ca in a ihe. previ- 
iped reduce excesses in counters over- 
‘the December-January bull run and 
itancy in response to the sharp dropon 
Uia md Attention largelv fo- 


ds. likely to propose a five-for-two 
more solidly based plantation 


urnover for the period was just short 
hits, | valued at M$243 million 


A. The government regarded the latest 
O barrels-a-day oil flow at the Galoc-2 well as 

her discovery," but the market was unimpress- 
"The Makati exchange recorded zero trading in 
-on one day during the period. The speculative is- 
so were.slow movers in Manila. The oil index 
0. a point at 0.974 by 13 Feb. Other in- 


VAL L Street's continued decline weighed cina most Asian markets during the period | 
013 ed with the esl ga of eee Seoul and Kuala eee Hongkong led the losers 


dichVtieclined: mines by 27.39 points to 1,142. 50 and 
commercial-industrials 2.39 points to 143. 30. Turn- 
over totalled 273.7 million shares valued at. P19.6 
million (US$1.4 million). The outlook for coming 


week is dim. 


TAIPEI: in the heaviest trading s seen for ace 
months, the market continued its ascent to record- 
breaking highs. With average turnover reaching 
NTS2.16 billion (US$53.88 million) a day, the buying 
surge pushed up prices even of companies that inves- 
tors had shunned for months. Cement issues, led by 
Chia Hsin Cement, chalked up the biggest gains. 
Analysts attributed the buying spree to the solid 
economic performance in January. Two-way exter- 

nal trade increased 26% over January 1983. The 
weighted index closed on 13 Feb. at a record 858.78, 
up 20.73 points. 


SEOUL: The bullish sentiment of recent weeks held, 

with the composite index rising another 2.05 points to 
132.36 and average turnover up to 38 million shares a 
day. The recent spell of abnormally cold weather 
boosted confidence in textiles shares, which en joyed 
the best sectoral-index showing, rising 13.4 points, 
followed by construction, chemicals, electronics and 
pharmaceuticals. Cheil Synthetics’ shares were the 
largest gainers, bouncing from.Won 250.(32 US 
cents) to Won 895. The popularity of Keang Nam En- 
terprises, a construction firm which was put under 


the financial control of the Korea Exchange Bank, | 


remains à mystery. 


AUSTRALIA: Sharemarkets continued their major 


correction phase in the latest period, with the Austra- 
lian All-Ordinaries Index falling 39.7 points to close, 


on 13 Feb. at 738.6 — a. 595. fall. All sectors lost. i 


ground, market leader BHP shedding 40 A cents (37 


US cents) to finish the period at A$13.40. There was 


continued speculative interest in stocks involved in 
some oil-and-gas drilling offshore Western Australia 


and in the Gippsland Basin. But even most of these - 


were hard pressed to maintain some gains. The mar- 
ket has been largely following Wall Street down. 


NEW “ZEALAND: The market continued to 3 a "el 01 
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Àmpol Exploration 
Ampol Petroleum 
ANZ Bank 
Australian Cons. ind. 
Australian Guarantee 








weaken for the whole period, though it was showing | thm 


signs of flattening out at the close. Within the overall. 


trend, individual share-price movements were mixed 
and some stocks performed quite well. A flow of 


bonus issues has begun as the wage/price freeze 
draws to an end, with issues such as Waitaki and 
Emco responding strongly to bonus announcements. 
The interest-rate scramble subsided as financial in- 
termediaries backed off and lowered rates. 


BANGKOK: Tight money conditions and pros- 


pects of higher local lending rates sent shivers |... 


through the market, causing prices to weaken late in 
the period. Earlier sessiofis had looked promising on 


the back of a mild buy-up. The mid-period news of | 


higher interest rates, however, killed hopes of 
further improvement, and prices moved lower. The 
market was also affected by news of further troubles 
in the finance sector with the suspension of yet 
another finance company. Average daily turnover 
was Baht 13. 25 million eos u^ 
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This morning, James Wong made a deposit 

in Singapore, arranged an overdraft in — 

Hong Kong and finalized his mortgage in L.A— 
all through his Citibank A BC Officer. 
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James Wong’s Personal Financial Officer is Just backed by the world's leading financial organiza- 
one of a team of experts of the Asian Banking tion — Citibank, a subsidiary of Citicorp whose 
Center (ABC) — a network established by total assets exceed 130 billion US Dollars. 
Citibank in Singapore, Hong Kong and San 
Francisco to help individuals and businesses in 
Asia diversify their assets. 


Your Personal Financial Officer at the Asian 
Banking Center can put our network of 2500 
branches and offices in 96 countries to work for 


Each Officer is just a phone call away and he'll you. Get in touch with him right away. 

tailor a package of financial services — all F7 ———————————— 4 
handled in the strictest confidence — to meet Please send me more information on: 

your specific needs. O Asian Banking Center Singapore 


O Asian Banking Center San Francisco 


You can, like James Wong, deposit ina currency | 
O Asian Banking Center Hong Kong | 


of your choice, arrange for credit facilities. 
including financing for your mortgage, or you 


| 

| 

| | 
may want to take advantage of our other | Name: 

| 

| 

| 

| 





services such as gold and silver investments. Address: 


foreign exchange and transfer of funds to any 
part of the world. 


Whatever your choice, you'll have the expertise 
of a bank that's been doing business in Asia for 
more than 80 years. And what's more, you're [i 








Dolo eR ES N, E N 


Mail to: Asian Banking Center, Citibank, N.A | 


One Shenton Way, Singapore 0106 FE-2/1 84 | 


‘SINGAPORE -HONG KONG «SAN FRANCISCO 


* Singapore: One Shenton Way. Singapore 0106. Tel: 224-5757 (or call our nearest Citibank branch) Telex: RS22462 CITA BC 
* Hong Kong: 72, Nathan Road, Kowloon, Hong Kong. Tel: (3) 678-061 (or call our Hot-line (5) 299-166 to enquire about the nearest C itibank branch) 
e San Francisco: Citibank International, 44. Montgomery Street, 40/F San Francisco, CA94104 U.S.A. Tel: (415) 954-1172 (415) 954-1101. Telex: 278374 
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ingapore Prime Minister Lee Kuan 

Yew ushered in the Lunar Year of 
the Rat by lecturing his parliamentary 
constituents on the theme of income dis- 
tribution and social responsibility. The 
break-up of traditional neighbourhoods, 
such as the warren of dilapidated shop- 
houses in Lee's Tanjong Pagar consti- 
tuency, has scattered the mass of Sin- 
gaporeans among the vast, widely dis- 
persed and ethnically integrated public- 
housing estates while the most successful 
have moved into exclusive private hous- 
ing. 

This social stratification is necessary 
to motivate achievement, Lee conceded, 
but it poses a threat. *Unless those with 
the ability . . . to make it to the top... . 
give the community part of their services 

. . we will have large pockets without 
leadership . . . without care, with- 
out compassion, without sup- 
port." The end result, he warned, 
could be “a depressed community, 
vandalism, despair, high crime 
rates." 

Lee was pleased to observe a 
fair turnout of well-off citizens at 
the New Year festivities at Tan- 
jong Pagar's spanking new com- 
munity centre. "Ten years ago, 
when we first had these New Year 
gatherings," he noted, “it was only 
the less successful who turned up. 
The more successful celebrated by 
themselves.” Such exclusivity ran 
counter to “the vitality and the op- 
portunity that our society pro- 
vides,” the prime minister said. 
“We rise together. We share the 
good things together. Not equally, 
because that would be impossible 
. . . but it must not be so unequal 
that [we] celebrate separately.” 

But at least one of Lee’s con- 
stituents, a Tanjong Pagar resi- 
dent for more than 20 years and a 
lifelong backer of the ruling 
People’s Action Party, faced a 
very separate New Year celebra- 
tion. A block away from where 
Lee was handing out a S$100 (US$47) 
hung bao — New Year gift of money — 
to a troupe of lion dancers, Ho Kian 
Chye maintained his lonely pavement 
vigil over the heap of crockery and bed- 
ding that comprises the entire posses- 
sions of his six-member family. 

He has been keeping watch for nearly 
seven months now, living on the 
kerbstones in front of the padlocked 
shop-house where he had made his home 
for two decades, until the family and five 
neighbouring households — a total of 
more than 30 people — were evicted last 
July. 

Altogether about 40 shop-houses on 
the side street where Ho lived were ac- 
quired by the government’s Urban Re- 
development Authority (URA). Most of 
the landlords sold the premises still oc- 
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cupied by tenants, as is usual in 
URA acquisitions. In such 
cases, the government assumes 
the responsibility of relocating 
the residents in public housing, which is 
still in short supply with months-long 
waiting lists despite a current three-year 
burst of construction. 

But Alwee Alkaff, landlord of Ho's 
shop-house and those of his five neigh- 
bours, persuaded his tenants — mostly 
illiterate labourers — to sign agreements 
to vacate the premises "voluntarily," 
they claim, in exchange for a promised 
S$500 payment per family. This con- 
trasts with the nearly S$2,000 relocation 
premium offered by the URA, but Ho 
and the others insist they were never 
made aware of such an alternative. For 
turning over the premises vacant rather 





than occupied, Alkaff says openly that 
he received nearly 30% higher compen- 
sation from the URA. 


Ikaff says he suspected that most of 

the tenants who signed agreements 
to vacate were not Singapore citizens and 
therefore not entitled to government 
housing aid. But Ho, at least, can pro- 
duce his Singapore identity card and the 
other evicted tenants interviewed were 
equally emphatic about their citizenship. 
The landlord was surprised to learn that 
squatters were still on the covered pave- 
ment, but pointed out that his responsi- 
bility for them ended when he got a court 
judgment ordering them to vacate three 
or four years ago. It was out of his own 
generosity, he said, that he allowed them 


| to continue occupying the premises until 
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the URA actually acquired the shop- 
houses last year. 

When the time came to vacate, the 
bureaucracy of the URA declared itself 
under no obligation to provide housing 
for Alkaff's tenants since their promise 
to vacate was privately negotiated. After 
granting two successive month-long 
grace periods, the landlord called in 
police to evict the five families forcibly 
and dump their possessions on the pave- 
ment, which is covered by an arcade in 
traditional shop-house design. And 
there they lived for months, lacking any 
other place to go. At first all 30-plus ten- 
ants were forced to camp out, but gradu- 
ally the elderly, women and 
children were found places 
with friends and relatives. 

That left a hard core of embit- 
tered middle-aged men, heads of 
households, to stand guard over 
their piles of personal belong- 
ings. As the abandoned shop- 
houses were boarded up, the 
disaffected squatters painted 
slogans — a rare spectacle in 
authoritarian Singapore — across 
the shutters. Some samples: 
"We've been duped," *We are 
Singapore citizens, not  Viet- 
namese refugees," “We implore 
the prime minister" and *Where 
can we call home?" 

Repeated representations to 
parliamentary secretary Ch'ng Jit 
Koon, who tends the constituency 
for Lee while the prime minister is 
preoccupied with affairs of state, 
met with the response that the 
government was powerless to 
override a private agreement. 

Nevertheless, one by one, three 
of the five families eventually 
found homes in public housing 
estates towards the end of 1983.- 
Ch'ng's office has reportedly 
promised public housing for the remain- 
ing two families — 11 people in all — 
sooner or later, but cannot specify when 
a vacancy will be found. Ho says he paid 
a S$9,000 down payment on a public- 
housing flat three months ago, but has 
still had no word as to when he can move 
in. 

His wife and four of his children cele- 
brated Chinese New Year in the 
cramped flat of his 20-year-old son, with 
whom the mother and children have 
been living. But Ho himself, the 55-year- 
old father of the family, is resigned to 
spending the first few weeks or months 
of the Year of the Rat on the pavement 
in front of his padlocked home — one of 
the few who have slipped through the 
mesh of Singapore’s carefully en- 
gineered society. — LINCOLN KAYE 
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Warmly Korean [£ KOREAN AIR LINES 


We're honored to serve vou around the 








ESTABLISHED 1873 
LONDON 





1c HONeE Ot BENZOM  HEDCES 


The Benson & Hedges low tar cigarette 





